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PREFACE 


DuRING the past few years the Electrical World has 
witnessed a number of events of striking significance, 
all of which have a very important bearing upon the 
part that is to be played by this rapidly growing industry 
upon the future capacity of all industries to maintain 
their positions in the ever-narrowing foreign and 
colonial markets. 


From the point of view of publicity, it may be said 
that the very determined intervention of the State, 
as evidenced by the passing of the much debated 
Electricity (Supply) Act, 1926, was the most prominent. 


The discussions in the House of Commons and the 
House of Lords, focussed the attention of the whole 
country upon matters of general policy regarding the 
future provision of economic generating stations in the 
most suitable positions, and their linking up by high 
tension main transmission cables to ensure continuity 
of supply without the expenditure of large capital sums 
upon costly stand-by plant. 


Through the joint efforts of the Electricity Com- 
missioners and of the new Central Electricity Board, 
this work of co-ordination and inter-connection 1s 
proceeding at great pace. 


Preface 


But other matters of greater importance have recently 
been brought to the notice of those immediately 
interested in what is known as the “supply ” side of 
the industry, z.e., in generation and distribution. 


The electricity “tree”? was planted by the Act 
of 1919 under which the Electricity Commissioners 
were brought into being. They have nurtured the 
sapling since that date, and it is evident from their 
Seventh Annual Report that the tree has borne much 
foliage, but little fruit. (See Appendix ‘“A’’). 


The Central Electricity Board is now in the garden, 
but there appears in some quarters to be grave doubt 
as to whether the efforts they are making will produce 
the promised fruit. 


The fact is that both these bodies appear to be 
equally helpless adequately to deal with the “ tap- 
roots *’ that are undoubtedly preventing the proper 
fruiting of the tree upon which depends the future 
prosperity of the country, viz.: the tree of electricity. 
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The ground needs to be opened up—these “ tap- 
roots ’? must be severed from the trunk, and burned 
with all the other rubbish before the tree will bear the 
fruit the country not only has a right to expect but 
must have, viz.: cheap electricity for all purposes. 


The existence of these “tap-roots’’ has become 
manifest as the result of events that will be dealt with 
in these pages. 
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Preface 


The events themselves have already received a certain 
amount of one-sided publicity, or what might be better 
described as propaganda in the interests of the manu- 
facturers of electrical machinery, who see their profits 
diminishing as the result of a small percentage of 
foreign power plant encroaching upon their home 
preserves. 


Whilst it is true that the vials of the manufacturers’ 
wrath have been emptied upon the more or less innocent 
heads of those few local authorities who have declined 
to pay “ring” prices for plant, there is something 
much more sinister and far more dangerous to real 
national interests when the methods employed by 
them are carefully examined. And when the full 
significance of those methods is realised, it will still 
need an immense effort to induce whatever government 
is in office so to legislate as to place it beyond the 
power of price rings to continue to impose their will 
upon those local authorities whose loyalty to British 
products has been so evident in the past. Failing such 
legislation there seems to be only one course open to 
the purchasers of power plant, viz.: to purchase 
abroad, if reasonable prices cannot be secured from 
British manufacturers. 

A.H.S. 


LEICESTER, 
Aprsl, 1929. 
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““ There are times and circumstances when not to speak 
out ts at the least to connive.”——EDMUND BURRE. 
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CHAPTER I. 


THE POSITION REVIEWED. 


IT may be said at the outset that certain activities of 
the British Electrical and Allied Manufacturers’ Associa- 
tion (Incorporated) and more particularly that important 
body’s recent attacks upon some of our largest local 
authorities, are mainly responsible for this effort 
adequately to direct public attention to the importance 
of the issues involved. 


Writing in The Times Trade and Engineering Supple- 
ment of February 25th, 1928, the Association’s mouth- 
piece and Director, Mr. D. N. Dunlop, in a resumé 
of its Functions, Achievements and Policy, claimed 
that— 


“The B.E.A.M.A. is recognised, both at home and 
“‘ abroad, as the central source of economic research in 
“‘ the electrical industry, and its publications have been 
“carefully studied by Government Departments, 
“* Universities, and political parties generally. It is 
“widely quoted, and the statistics prepared by it 
“on electricity supply, industrial electrification, and 
** electrical manufacture are accepted without question. 
“‘ Incidentally it has acquired a reputation for accuracy 
‘“* and impartiality in the collection and use of essential 
** statistics.” 
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Whether or no it is an incident only that this Associa- 
tion’s reputation for accuracy and impartiality has 
gained currency, there will be many, in the future, 
who will believe that its tarnished shield will require 
some burnishing before it can shine with the brightness 
that is claimed for it. 


During the year 1926 two important local authorities, 
acting quite independently of the other, invited tenders 
for certain power plant. They were the Cities of 
Edinburgh and Leicester. 


As Chairman of the Electricity Committee of the 
latter Corporation, I found the position one of great 
interest. Quite unknown to the other, both Corpora- 
tions travelled the same path, and both ultimately 
arrived at the same conclusions and placed very con- 
siderable orders with Swiss makers. Since those 
contracts were placed the British Electrical and Allied 
Manufacturers’ Association, through its “‘ Economic and 
Statistical Department,” has directed a bombardment 
of vituperation against all and sundry who have had 
the temerity to purchase plant abroad. These include 
not only the two Cities I have mentioned, but also 
important collieries, power companies, and railway 
companies, to which reference will be made later. 


The bombardment commenced with the publication 
by “‘ Beama ”’ in 1927 of a treatise entitled ‘‘ Combines 
and Trusts in the Electrical Industry.”’ It reached its 
crescendo of panic with the publication in February, 
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1928, of a brochure entitled “ Foreign Plant in British 
Power Stations—The Case for Support of National 
Production.” 


Both these publications were prepared by the 
Economic and Statistical Department of the Association, 
the former being published at £5 5s. net; the latter 
at one shilling net. 


Perhaps the first effort was found a little too expen- 
sive and technical for general consumption, so the 
second broadside was fired with more force and greater 
publicity in the hope that readers would fall easier 
victims to the less costly brochure than the other, in 
spite of its being dished up with much palaver and 
emanating from a body whose “statistics’’ are 
“accepted without question.” 


One example of the palaver in the more costly 
effort will suffice. The writers, whoever they may 
be, say :— 


“The economic thought of this country has been 
*‘ saturated with doctrines which belong more to the 
“world of mythology than to plain, unvarnished 
“reality: the popular attitude towards the ‘combine’ 
“or ‘trust’ comes closer to the medigeval dread of 
** black magic than to the clear reasoning of a modern 
“epoch, and it has been elaborately encouraged by 
“* certain schools of political thought intent on exploiting 
“a prejudice. In normal circumstances, such an 
** attitude should have little importance for the indus- 
*‘ trialist, but when an industry like electrical manu- 
‘* facture comes always into contact with local authorities 
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“elected by the public, it may assume very serious 
“importance indeed. The electrical industry has 
““ suffered from such misconception of its activities and 
*“‘ its competitive organisation in the past, and there 1s 
“* no guarantee that it will not suffer again in the future 
“unless the truth of the international situation 1s 
“known. Knowledge, then, of the true position may 
“induce a broader conception of the national economy 
‘‘ and allow a finer public spirit to prevail.” 


Whatever the popular attitude towards “‘ trusts ”’ 
and “‘ combines ’? may be, it will, I think, take more 
than “ black magic ’”’ to explain away the realities of 
the present position as regards the manufacturers of 
plant in this country and the prices charged by them, 
as well as the means adopted by them to retain the 
advantageous ground they have occupied in the past 
to the detriment of the whole industry and of the 
country. 


It could scarcely have been due to any popular 
misconceptions that the Ministry of Reconstruction 
appointed a thoroughly representative Committee in 
February, 1918, to consider and report what action, 
if any, may be necessary to safeguard the public interest, 
in view of the probable extension of trade organisations 
and combinations. 

Presided over by Mr. Edward Shortt, K.C., M.P., 
and later by Mr. Charles A. McCurdy, M.P., this 
Committee on Trusts submitted its Report to Parlia- 
ment in April, 1919, after having made most exhaustive 
inquiries into the whole matter. 
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I have never before heard it suggested that the 
gentlemen composing this Committee were influenced 
either by mythology or by black magic. 


‘“* We find,” they said, “‘ that there is at the present 

““time in every important branch of industry in the 
‘United Kingdom an increasing tendency to the 
‘* formation of Trade Associations and Combinations, 
“‘ having for their purpose the restriction of competition 
“‘ and the control of prices.”” Again, they say, ‘“‘ There 
““can be no doubt, and it was generally admitted by 
“the representatives of Associations, that there is a 
“ great deal of public distrust with regard to the opera- 
‘“‘ tion of Trusts, Combines, and Associations . 
‘“*'We are unable to share the optimism of those repre- 
‘“‘ sentatives of Associations who were of opinion that 
‘““ under no circumstances was there any possibility of 
‘their operations leading to excessive prices or to the 
“‘ detriment of the public. Whilst fully recognising 
“the honesty with which the great bulk of business in 
“‘ this country is conducted, it is obvious that a system 
*““ which creates virtual monopolies and controls prices 
“is always in danger of abuse. We are confirmed in 
“this view by a survey of the operations of similar 
‘““ Combines and Associations in other countries.’’* 


The Conclusions of this Committee are even more 
to the point :— 

“In the United Kingdom, Combinations operating 
“in restraint of trade are, though not criminal, un- 
** lawful if shown to be against public policy, as public 
‘“* policy is understood by the English Courts, where 
*‘these words are construed in a somewhat narrow 

** and technical sense. 


*Report of Committee on Trusts, 1919, Cd. 9236. 
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“We are unanimously of opinion that it would be 
‘“‘ desirable to institute in the United Kingdom 
‘** machinery for the investigation of the operation of 
‘“‘ monopolies, trusts, and combines, similar to the 
‘Commissions and other tribunals created for that 
“‘ purpose in the U.S.A. and the British Colonies 
‘* above referred to. The problems to be considered, 
‘‘ before any just conclusion can be arrived at with 
“‘ regard to the actual existence of abuses tending to 
“‘ the detriment of the public, or with regard to a form 
‘“‘ of safeguard or control which it would be practical 
‘‘to adopt to prevent such abuses, if proved, are not 
‘** matters on which it is possible for a Committee such 
‘‘as this to form any final or considered judgment. 
“‘ But we are satisfied that Trade Associations and 
““ Combines are rapidly increasing 1n this country, and 
“‘may within no distant period exercise a paramount 
** control over all important branches of the British trade. 


“We are satisfied that considerable mustrust with 
“regard to their activities exists in the public mind, 
“and that the effect of such mistrust may be equally 
“hurtful to the political and social stability of the 
*“* State, whether or not the public mistrust and resent- 
“ment be in fact well-founded. We consider that it 
“is desirable that means should be provided whereby 
“‘ the fullest information as to the activities of Trade 
“* Associations may be made available to the public, 
“and complaints may be promptly and thoroughly 
“‘ investigated, so that doubts and suspicions may be 
** dispelled, or, on the other hand, the true facts ascer- 
“tained as to evils for which a remedy is required. 
“We believe that it will be found necessary ultimately 
“to establish further machinery for promptly and 
“* effectively dealing with such abuses as the Tribunal 
“‘ of Investigation may discover.” 
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In a Memorandum on Industrial Combinations 
presented to the Committee by Mr. Percy Ashley, a 
member of the Committee, there occurs the following : 


““In the Electrical Industries there are the British 
““ Electrical and Allied Manufacturers’ Association, a 
“very strong body which covers the whole trade (it 
‘has subsidiary sections for various branches), and 
‘** though not avowedly concerned with price regulation, 
“is believed to exercise considerable influence in this 
“respect ; the British Cable Makers’ Association ; the 
“Tungsten Wire Lamp Association, whose control 
“depends largely on the possession of certain patent 
“rights ; the Carbon Lamp Association; the British 
‘““Tgnition Apparatus Association; and the Electrical 
** Instrument Makers’ Association. The Cable Makers’ 
“‘and Tungsten Lamp Associations are avowedly 
‘‘ organised for, zzter alta, the control of prices, and the 
“‘ other three sectional Associations named are believed 
““to have the same purpose.” 


There would appear here to be a little doubt as to 
the extent of the influence exercised by the Association 
in the matter of price regulation. 


It will be necessary, therefore, to call other witnesses 
clearly to establish the fact before proceeding to deal 
with the results of the combine and its economic 
effects upon the general development of the electrical 
industry and upon power station plant in particular. 


First, there is Mr. Patrick Fitzgerald, B.Com., 
Editor of The Statist. In his recently published work 
** Industrial Combination in England’ (Pitman’s), 
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there 1s the following reference to the Electrical 
Engineering Association :— 


** English electrical engineering was very backward 
‘“* in pre-war years, the consumption of electricity in 
“this country having been almost negligible in com- 
“* parision with that of other leading industrial nations. 
‘* Since 1913, however, the output has greatly increased, 
‘* and the capital invested 1n the industry now probably 
‘* exceeds {50,000,000 ; while the manufacturers supply 
‘““ nearly 25 per cent. of the world market. In the 
“heavy branches of the industry, large organisation 1s 
“essential. Amalgamation has consequently been 
“‘ marked, and has led to control being concentrated 
“largely in the hands of five companies: The British 
‘“’Thomson-Houston, English Electric, Metropolitan- 
“Vickers, General Electric, and Armstrong Whaut- 
““worth.* In other sections, the number of separate 
‘“‘enterprises has tended to increase rather than to 
‘diminish. ‘Taking the industry as a whole, it may 
‘be said that competition 1s very active. There is, 
“however, an Association which, while concerned 
‘largely with general trade matters affecting the indus- 
““ try, 18 also engaged in regulating prices and conditions 
““ of sale for certain work. The Association compels 
‘‘ its members, under penalty of fines, to notify inquiries 
‘‘and to submit copies of their invoices, their books 
‘“‘ being open to 1t for inspection. Prices are fixed by 
‘*‘agreed-on curves from which the individual firms 


*Since the above was written there has been a further amalgamation 
of interests between the British Thomson-Houston Company, 
Metropolitan-Vickers Electrical Coy Ltd, Edison Swan, and 
Ferguson Pailin Companies, now capitalised at £11,000,000, 
in an entirely new combine known as the Associated Electrical 
Industries Limited. It has been publicly stated that this 
combine 1s now under American control. 
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‘“compile tables to suit their particular standard. 
“* Acceptance of an order at a price below the curve 1s 
“* permitted only where the member can supply written 
“proof that that price has been quoted by a non- 
“* member.” 


I do not know whether Mr. Fitzgerald quite 
appreciates the full implication of the last paragraph of 
his statement. 


If my readers will carefully consider an observation 
made by Judge Couston, Convener of the Edinburgh 
Electricity Committee (see p. 46), the only possible 
inference may be thought to be somewhat alarming. 


Then we have Mr. Hugh Quigley 1n his recent 
work, ‘‘ Towards Industrial Recovery ” (Methuen). 
In the Chapter on “ The Organisation of Industry ”’ 
the Federation and Cartel are discussed, with special 
reference to Germany. He writes :— 


“The British equivalent is something much more 
‘* elastic and less absolute ; the quota principle has not 
‘““been adopted to any great extent, though in a few 
““imdustries, where a strong home market has been 
“* developed for their products, 1t has been in operation 
“now for several years. In the great exporting 
‘‘ industries, dependent for more than 30 per cent. of 
“their output on the demand from overseas, no 
‘‘ attempt has yet been made to determine even a basis 
‘“‘ for assessing quotas. On the other hand, the federa- 
‘‘ tion of manufacturers, created to represent the public 
‘““ interests and policy of an industry, to ensure some 
‘** method of standard specifications and standard prices 
“between firms, to exchange information regarding 


9 


The Econome Effects of Monopoly on British Power Stations 


‘‘ foreign competition and bring united action to bear 
‘at critical points im the competitive situation, is 
‘“‘ firmly established in Britain. Such a_ federation 
‘exerts no financial, admunistrative, or technical 
‘‘ control; its power 1s bascd on Icgal agreements 
“between groups of firms and between such groups 
“‘and the central body. On the whole, however, 
‘““ where 1t has been genuinely effective, as in the 
‘“‘ electrical engineering industry, it has strengthened 
‘‘enormously the competitive power of the industry, 
‘“and allowed it to maintain a firm grip both on the 
“home and the export market. 

“The price-fixing Association centers also into this 
““ group, since it exerts control only to a very limited 
“extent over the activities of the firms within it; 1t 
“exists purely to determine minimum prices, to 
‘establish standard rules governing tendering, cross- 
‘tendering, sub-contracting, and the allocation of 
‘“* damages for the infringement of the standard charges 
““imposed for certain lincs of manufacture, where 
‘competition from an outside source 1s specially keen. 
‘Such an Association may only function effectively in 
‘‘ industries possessing a monopoly in the home market, 
“as a result esther of international agreement covering 
‘territorial distribution of supply, of the special type 
‘of produce marketed, or of a high protective tariff. 
‘* Tc must be dominant in the home inarket and be able 
‘* to Keep down internal competition caused by defecting 
‘“ members as well as grade prices to maintain demand 
“in an active condition. Against determined attack 1t 
““is generally helpless, and has little real power to 
protect the industry it represents ; 1t cannot force on 
‘“‘ reorganisation of inefficient member-firms to cause 
‘“‘ more efficient production and justify a policy of lower 
“prices which may be necessary to stimulate the 
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“market. It may, however, be instrumental in 
‘““ preventing suicidal competition between firms, grant 
‘““a higher margin of profit and allow its members to 
“acquire sufficient financial resources to maintain 
“ plant at its highest level of efficiency, and, in this way, 
“hasten amalgamation of firms.”’ 


Here we have something really informative. As will 
be seen elsewhere 1n these pages, Mr. Hugh Quigley 
is the Chief Economist of the British Electrical and 
Allied Manufacturers’ Association, and should therefore 
speak with inside knowledge. His dictum that a 
price-fixing Association “ may only function effectively 
in industries possessing a monopoly in the home 
market, as the result either of international agreement 
covering territorial distribution of supply, of the special 
type of produce marketed, or of a high protective 
tariff,” may account for the methods adopted by the 
Association in its efforts to crush the small amount of 
foreign competition to which it has been subjected 
during the past few years, and so secure an absolute 
monopoly in the home market: a monopoly that has 
now been enjoyed for many years in the gas-filled 
lamp section of the industry where prices have been 
maintained far in advance of those abroad. The 
expiration of patent rights in the spring of this year 
may see an end to the enormous profits that arc known 
to have been made from the manufacture of lamps by 
the few firms engaged on that class of work. 


When there is ground for the belief that “ trusts ” 
and ‘“‘ combines ” are deliberately used for the purpose 
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of exploiting the public through the operation of 
“price rings,” the mistrust of the general public 
seems to go a step further and is shared by much more 
responsible people than one is lead to suppose. 


There can be little doubt that when Mr. Baldwin 
was speaking on the work of the Food Councu at 
Welbeck Abbey 1n May last, the threat to invoke 
compulsory powers for the purpose of securing the 
information required was not made lightly. Nor can 
his subsequent statement be regarded as the result of 
a muddled state of mentality due to doctrines of 
mythology, when he said that “ Public information 
must go along with private enterprise. In this era 
of large amalgamations of producers and distributing 
companies the position is very different from what it 
was. With multiple shops and great importing and 
selling concerns acting on a uniform policy through 
innumerable channels, the safeguarding of the indi- 
vidual consumer face to face with such bodies, becomes 
a matter of most urgent practical importance . .. .” 


If the matter of food prices is considered to be of 
sufficient national importance to require the specific 
attention of the legislature to restrain the machinations 
of “‘ trusts ” and ‘‘ combines ” 1t would be strange if 
the life blood of all industry (for which so much has 
already been done by the Government), should cease 
to flow freely as the result of the stifling effects of 
** price rings ” on plant for its generation and on cable 
for its transmission,—and it may well be that the 
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Government will have to direct its attention to this 
matter also with vigour and determination in the very 
near future. 


A month later saw the disclosures in the Law Courts 
of a practice in connection with Government contracts 
for printing which showed a state of affairs that gave 
rise to much genuine disquietude. 


The disclosures of these “‘ trade arrangements ”’ 
were treated by The Times as “ plain, unvarnished 
reality,” and were dealt with in an outspoken leader 
of the 13th June last in a manner that one would expect 
from a great national journal. If the sentiments 
expressed depict the popular attitude towards “‘ trusts ”’ 
and “ combines ”’ of a similar nature, it 1s to be hoped 
that the economic thought of this country will become 
more saturated than ever with the doctrines it has 
adumbrated. 


The whole leader will be found in the Appendix B. 


I am in entire agreement with The Times that “A 
full investigation into the ‘ pool’ system, as applied 
to contracts with the Government and with public 
bodies, is plainly required,” and when it continues to 
say, “There is a belief in business circles that the 
system is applied in some instances to contracts with 
municipalities and other public bodies, and that it 1s 
not unknown in contracts with business companies 
or firms,” surely the time has arrived for the Govern- 
ment to institute an Inquiry for the purpose of 
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If Mr. Baldwin 1s really serious in what he says, 
and the forces against him are not too strong, he will 
not hesitate to take the necessary steps for ‘‘ the safe- 
guarding of the individual consumers face to face with 
such bodies ....,” steps that are sufficiently in- 
dicated in the Recommendations contained in the 
Report of the Committee on Trusts. In doing so he 
may be assisting in the removal of what many well- 
informed people believe to be at least one of the chief 
causes of our industrial unrest and present-day difficul- 
ties with labour. 


The Recommendations are given in full in the 
Appendix C. 
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THE ATTACK ON LOCAL AUTHORITIES. 


ENOUGH has been said to show that purchasers of 
power plant have for many years been faced with a 
combination of interests not only determined to secure 
their own prices for their products but equally deter- 
mined to crush all foreign competition, whether by 
appeal to prejudice or loyalty, or, as will be shown 
later, by actual misstatements. It 1s officially stated :— 
“The time 1s past, therefore, for the electrical 
““manufacturers to apologise for a system which 
“has contributed to national prosperity, and served 
“to uphold the finest British standards of quality 
“and workmanship in the markets of the world.”” 


The backward state of the industry prior to the 
War may be attributed to some extent to legislative 
restrictions, but there is little doubt that it can be 
traced in some measure to the lack of efficiency amongst 
manufacturers, to the prices obtaining, and to their 
wasteful methods of production and selling. Many 
people believe that their ‘‘ system ” (or want of system) 
has contributed very little to national prosperity and 
that their boasted standards of quality and workman- 
ship leave much room for improvement. 





*«Combines and Trusts in the Electrical Industry,” p 6. 
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An elaborate investigation into the financial opera- 
tions of foreign “rings ’’ and “‘ combines ” does not 
seem to be very helpful, except to show the nature of 
the competition with which manufacturers are con- 
fronted and must face. But when it 1s stated that, 
“It shows, above all, how farcical can be the action 
““of a local authority, public supply or industrial 
“executive who, determined to break down a ‘ ring’ 
“‘in this country, places an order abroad,” * then I 
am inclined to the belief that farce may end in 
tragedy unless British manufacturers take other steps 
to maintain their position. 
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At all events, to say, “‘ Without exception, such a 
“policy means encouragement of a worse ‘ring’ 
“abroad, and is, in effect, pure hypocrisy,” * may 
show some skill in the art of abuse, but it is scarcely 
likely to encourage belief in the boasted claims of those 
who indulge in it, especially when directed at one’s 
best customers. 


So far as the City of Leicester is concerned, I can 
say deliberately, as Chairman of its Electricity Com- 
mittee, and having full knowledge of the facts, that 
we were literally forced by the “ combine” at home 
to purchase generating plant from Switzerland. 


In view of what has since transpired, the circum- 
stances are well worth relating. 


Early in 1926 the Leicester Corporation issued a 
Specification inviting Tenders for a Turbo-Alternator 


*Ibid, p. 6. 
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of 18,750 k.w. capacity (maximum continuous rating), 
together with Condenser. Of the ten tenders received 
for the Turbo-Alternator, eight were from British 
manufacturers and two from Swiss. Detailed examina- 
tion of the British tenders at once revealed the remark- 
able absence of free competition, and subsequent events 
have clearly proved that the prices were fixed by a 
combination of manufacturers. The two best British 
tenders showed only the very minute difference of £50 
per annum in the cost of producing 30,000,000 units of 
electricity based on coal costs at an average of Ios. 6d. 
per ton for the guaranteed steam consumption of each 
firm, and interest and sinking fund charges spread over 
a period of twenty years—the lowest annual cost being 
£16,035, and the best price £47,400. 


The most favourable Swiss tender was £28,000— 
a difference of 69 per cent. On applying the same tests 
as to guaranteed steam consumption, &c., the cost per 
annum amounted to £14,700. The difference in 
Capital outlay was therefore £19,400, and the difference 
in annual cost was £1,335. Taking the life of the 
machine at 20 years (during which period the interest 
and sinking fund charges would operate), this meant 
a total difference of £26,700 in respect of one Turbo- 
Alternator of 18,750 k.w. capacity. 


It must not be forgotten that it is a very well- 
established principle in connection with tenders for 
the requirements of local authorities, that contracts 
are usually placed with the lowest tenderers. Public 
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companies are at liberty to and do make their own 
bargains by negotiation. 


Whilst there was a very natural desire to retain work 
in this country, my Committee had also a very obvious 
duty to perform. It was no light matter to saddle a 
business undertaking with a dead loss of £26,700 
and the certainty of the same loss applying to two 
further turbo-alternators required in the very near 
future,—in other words, a dead loss of approximately 
£80,000, all to be paid for by consumers positively 
groaning for cheaper electricity. We did a very 
unusual thing for a local authority, we gave the British 
tenderers an opportunity to revisc their prices. I do 
not propose to relate the devious and tortuous methods 
pursucd by manufacturers and by the Association to 
prejudice the issue as between themselves and their 
foreign competitors (although from the information 
in imy possession I should be justified in doing so), 
but the net result of negotiation was a reduction of 
approximately 10 per cent. in their prices. 


I came to the conclusion, and so did my Committee, 
that 1t was perfectly hopeless to continue to discuss 
the matter further with them. We felt that we were 
being trifled with. There had been no free tendering, 
—we were not dealing with one firm nor with two,— 
we were obviously dealing with one combination and 
we were being asked to pay a fancy price fixed by a 
“ring”? of manufacturers, a price quoted from a 
“curve,” and that clearly had no relation whatever to 
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the intrinsic value of the plant. It remained only to 
satisfy ourselves upon questions rclating to the Swiss 
tenderers and Labour conditions, before deciding to 
pass the home manufacturers. 


Accompanied by our late Engineer and Manager, 
Mr. T. R. Smith, M.I.E.E., and our Vice-Chairman 
(Councillor John Minto, a Labour Representative on 
the City Council and Parliamentary Candidate for the 
Bosworth Division of Leicestershire), we made personal 
investigations on the spot. We found that the wages 
paid to skilled metal workers were actually higher than 
those paid to skilled mechanics in this country, and 
that unskilled workmen were paid slightly less for a 
48 hour week. The general conditions of all classes 
of workmen in Switzerland are too well known to 
need emphasising. The skill of her electrical engineers 
1s known throughout the world—the electrification of 
the whole country, accompavied by the construction 
of numerous Hydro-Electric Stations inter-connected 
with main transmission cables 1s an achievement that 
any country could view with pride. 


On the Report presented to them, my Committee 
unanimously decided to recommend the City Council 
to accept the Swiss tender. 


The fact that so few municipalities have purchased 
foreign power plant may perhaps be taken as an 
indication of the many difficulties confronting all such 
bodies when it is a question of placing contracts of 
this nature. A Committee of a dozen or more in 
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possession of all the facts may recommend, but to 
satisfy a full Council of 64 is another matter. If the 
truth were known, it would not surprise me in the 
least to learn that many millions of public money has 
gone into the pockets of British manufacturers for no 
other reason than the fear of committees, and their 
invariable desire to take the line of least resistance 
in matters of public policy and public expenditure, 
a trait of public life that has played into the hands of 
the monopoly and enabled it the more easily to exploit 
public authorities responsible for meeting the ever- 
increasing demand for electricity. In our case the 
manufacturers could still play on the political and other 
prejudices and fears of the remainder of the Council, 
and they certainly left no stone unturned in order to 
secure a final decision favourable to themselves. There 
was exceedingly strong opposition from one section of 
the Council (apparently inspired) and in spite of the fact 
that we had an undertaking from the Swiss firm that 
over 50 per cent. of the contract value of the plant would 
be spent in this country a most embittered debate ensued 
and a division forced, resulting in the Committee’s 
recommendation being confirmed by only a narrow 
majority. 

I cannot help reflecting upon the uncertainty of the 
decision. I could personally do no more than present 
the facts to the Council. As a Conservative, all my 
Own instincts and predilections would have been in 
favour of excluding foreign plant. I did not, in fact, 
convince my own party that the right course was being 
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pursued, and it was not until some strong protectionist 
speeches of a distinct party nature had been made 
against the proposal (which had the effect of throwing 
the Liberal party on the Council over to my view) that 
the issue no longer remained in doubt. My own 
party voted against the Committee’s recommendation 
almost to a man, and the report was carried by Labour 
and Liberal votes. 


This aspect of the whole question as regards local 
authorities remaining responsible for the equipment of 
power stations and generating of electricity 1s one to 
which I shall revert later. 


The Council’s decision had a very curious sequel. 
It is worth a brief reference, as 1t clearly indicates the 
mentality of an official spokesman of the “ combine.” 


Within a few weeks the Annual Convention of the 
Incorporated Municipal Electrical Association was held 
at Glasgow (June, 1926). 


It 1s interesting to note that this very important 
body is representative of nearly 250 local authorities 
undertaking the supply of electricity. At the Annual 
Dinner held in the St. Andrew’s Halls, Glasgow, on 
the 17th June, the task of proposing the toast of the 
Association was entrusted to Mr. D. N. Dunlop, 
Director of the British Electrical and Allied Manu- 
facturers Association. In doing so, he said— 

“ That as Director of the B.E.A.M.A. he was supposed 


‘* to sit in his office in Kingsway and wield some magic 
‘* wand over prices. Asa matter of fact, he did nothing 
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‘“‘of the kind. The electrical manufacturers of the 
“country had not entrusted him with that job. They 
““had asked him to spend some of their money ort 
‘* research, on standardisation, on grants to the Electrical 
‘“ Development Association, and for other purposes of 
‘“‘ that nature for the good of the electrical industry in 
“this country. Probably if invitations were sent to 
“him personally to tender he would make better 
“tenders than the manufacturers do, but the manu- 
“‘facturers insisted upon tendering for themselves. 
‘‘ They insisted on exercising what 1s the characteristic 
“* not only of the Scotch, but also of the English and the 
“* Welsh, that innate love of independence and individ- 
‘‘ualism. On the Continent there were many cartels 
“and rings, but if any Britisher attempted to make a 
‘“‘ ring in this country, he was not regarded with sweet 
““complacency..... If orders went to the Continent 
“instead of to British manufacturers, the workshops 
“of this country must be closed down, and he need 
‘““ not draw the picture of the state of this country if all 
“orders went to the Continent every time our prices 
““ were a little bit higher than those of foreign com- 
“* petitors..... The B.E.A.M.A., however, had many 
‘* friends in the I.M.E.A. and his association with the 
““ engineer members of the I.M.E.A. had taught him 
““many things. It had taught him what a splendid 
““ set of fellows they were, and if there was any doubt 
“in the mind of anybody as to the success of municipal 
“ trading, 1t should be dispelled when he stated that 
“64 per cent. of the electricity supply of this country 
““was from municipal undertakings. He would like 
““to make one remark concerning the invasion of this 
“country by the foreigner, as it was a pet subject of 
“his. We had lost Leicester last week or the week 
“* before, but he hoped we should not lose Edinburgh. 


22 


Chap. IT. The Attack on Local Authorities 


ce 


stciiastacs It was to be hoped that such action would be 
‘“‘ taken as would make it impossible for business to go 
“abroad. .... oe 
I do not think that any words of mine are needed 
adequately to describe this effusion. 


Within a fortnight of its utterance the Corporation 
of Edinburgh, by 43 votes to 8, accepted a Swiss 
tender amounting to £138,000 for two 25,000 K.w. 
Turbo-Alternators for the Portobello Power Station,— 
a price that was £52,000 less than the best British offer. 


Edinburgh and Leicester had traversed exactly the 
same road unknown to each other, and both had 
arrived at the same conclusions. 


Scarcely twelve months had elapsed when another 
important body declined to submit to the dictation of 
the “ ring.”’ 

This time it was the Southern Railway Company. 
In April, 1927, this Company placed a Contract with 
a Swedish firm for Rotary Converters amounting to 
£120,000 under circumstances clearly indicating a 
price ring. In an official statement issued by the 
Company on the subject, complaint was made of 
dictation by the manufacturers and it was never denied 
that a “ring ”’ did actually exist, or that a “ quota ” 
arrangement was in actual operation between the firms 
making rotary converters in this country. It was 
stated on behalf of the Company that out of a total 
{,10,000,000 expended by them on electrification work, 


*The ‘Electrical Times,” 24th June, 1926, p. 756. 
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most of 1t had been executed by British manufacturers, 
and that in connection with the Eastern Section (opened 
in 1926) the plant was ultimately purchased, after 
weeks of negotiation, at prices considerably lower than 
those originally quoted. 


It is not without significance that in defending its 
action the Company also stated that it had not only 
its shareholders, but its 70,000 British employees, to 
consider, and in placing, for the first time, an order 
of this kind out of Britain they felt that eventually 1t 
would not be to the disadvantage of British Industry 
as a whole to draw attention to a state of affairs which 
causes the loss of wages such an order ensures. 


Very little has so far been accomplished as regards 
electrification of railways. It is, however, clearly 
contemplated by those responsible for the policy 
pursued by the Government that the railway companies 
may look to the Central Electricity Board for a cheap 
supply of current from the “‘ Grid ” when the principal 
generating stations throughout the country are linked 
up in one comprehensive whole under the Board’s 
direction. 

Having regard to the fact that approximately two- 
thirds of these stations are owned and operated by 
municipal corporations who will have to make pro- 
vision for further extensions, the attack recently launched 
at them by the manufacturers is one that needs to be 
dealt with in a manner commensurate with the magni- 
tude of the issues involved. 
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CHAPTER II.—(continued). 


THE ATTACK ON LOCAL AUTHORITIES. 


(a) BRITISH MATERIALS. 


For the purpose of dealing with the misstatements 
and claims of the British manufacturers it is now 
necessary to examine in greater detail the statements 
contained in the brochure to which reference has already 
been made, viz.: “Foreign Plant in British Power 
Stations—T he Case for Support of National Production.” 


I may say here that a sense of public duty alone 
prompts me (and I am encouraged in this by very high 
authority) to undertake the task of exploding those 
claims once and for all, and of defending not only my 
own Committee and City Council, but other local 
authorities who have similarly acted, against the con- 
tinued misstatements of British manufacturers through 
the anonymous literature of their official body. 


It will be useless for the manufacturers to attempt 
to disclaim responsibility for the misstatements 
contained in their official publications. The lavish 
expenditure on this method of publicity forms but one 
of the wasteful methods with which purchasers have 
been, and still are, being saddled. 
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It is not suggested that these publications could be 
the actual work of manufacturers themselves. 


The high sounding title of the ‘Economic and 
Statistical Department” of the British Electrical and 
Allied Manufacturers’ Association (Inc.), besides being 
impressive, is sufficiently wide to cover a multitude 
of penmen. Their publications are usually issued 
through what is ostensibly another source, viz.: “ The 
Electrical Publicity Bureau,” another anonymous body 
housed at the same address in Kingsway. 


The first thing that drew my attention to the 
nature of some of the misstatements with which I now 
intend to deal was the following paragraph that appeared 
under the heading “‘ Destroying a Myth,”’ in the brochure 
referred to :— 


c¢ 


ee The Swiss manufacturer has maintained a 
‘* pretence that he would employ British materials, and, 
““on the strength of their statement, has been able to 
‘* obtain a considerable number of orders for generating 
*“* plant in this country. This was the case in Leicester 
“and Newport, to mention only two undertakings. 
“Yet the most careful examination of import returns 
“for Switzerland over the last six years has failed to 
“prove this statement of the Swiss manufacturers. 
‘“‘ The iron and steel imports from Britain are so small 
“that we cannot conceive a Turbo-Generator of an 
‘output small enough to satisfy the Swiss import 
“returns. Should we seriously believe that the Swiss 
‘“*“ manufacturers smuggle their iron and steel require- 
““ments into Switzerland from Britain? It must be 
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*“* dificult to conceal a casting or a forging weighing 
“20 tons. Such a statement constitutes merely an 
“ artifice adopted to divert trade from British manu- 
“* facturers ” 


It 1s perfectly true that the Leicester Corporation 
was given assurances that over 50 per cent. of the 
contract value would be actually expended in this 
country. There is no mincing of language in the 
assertion that this was a mere “ pretence” and an 
“artifice adopted to divert trade from _ British 
manufacturers.” Fraudulent misrepresentation could 
scarcely be alleged in more unequivocal terms. 


Many of my colleagues on the Leicester City Council 
who heard me give this assurance on behalf of the Swiss 
manufacturers, and to whom a copy of the brochure has 
been sent by the “Electrical Publicity Bureau,” have 
asked me what steps I have taken to satisfy myself 
that this piece of deception was not practised on us. 
Here at least (they say) we have people who have gone 
to the trouble to make a most careful examination of 
the import returns of Switzerland which has failed to 
prove any such thing—and there appears to be some- 
thing decidedly convincing about the suggested 
smuggling of a 20-ton forging or casting! It is only 
surprising that the absurdity was not carried a step 
further with a suggestion as to the probability of 
concealment on the person ! ! 


It seemed to me there was only one thing to do. 
Of course these ardent advocates of the truth (whoever 
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they are) might have ascertained the facts quite as easily 
from the members of their own Association, but it 
seems never to have occurred to them to do so. They 
might have ascertained the facts, as I did, when I 
asked the Swiss manufacturers to permit me a sight 
of their invoices. 


I do not know whether British manufacturers would 
have acceded so readily to such a request! At all 
events invoices for a period of 5 years were produced 
for my inspection amounting in all to over £75,000 all 
from British firms in respect of raw materials 
semi-manufactured and manufactured articles actually 
used on orders obtained by this firm of Swiss manu- 
facturers on contracts obtained by them both here and 
abroad. 

These are, of course, the figures of one Swiss firm 
only (Oerlikon Limited), a firm which, during the years 
1924-25 spent exclusively on British materials and 
labour a very considerable sum on the erection of a 
handsome block of offices in the West End of London 
for their own occupation, and for the conduct of their 
business which ought to lead to the further employment 
of British labour on electrical equipment. 


But Newport is singled out with Leicester for the 
strictures of the authors of this precious propaganda, 
whose efforts to secure evidence from Swiss import 
Returns were so unproductive. 


I have seen copies of invoices relating to the purchase 
of a Rotor Forging in connection with a machine of 
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10,000 k.w. 3,000 r.p.m. ordered by the Newport 
Corporation in accordance with the undertaking given 
during the negotiations for its purchase. 


One is for a Steel Rotor Body, rough turned and 
rough bored, weighing 234 cwts., bought from Vickers 
Limited by British Brown-Boveri Limited for 
£575 2s. 9d. (F.O.B. Goole nett), and delivered from 
the River Don Works, Sheffield, per L.M. & S. Rly. 
Coy. carriage paid to c/o Goole Shipping Co., Goole, 
for shipment under date 19th February, 1925. 


Another is for a Stator Core (Steel Sheets), bought 
of John Lysaght Limited, Orb Iron Works, Newport, 
Mon., for £698 Ios. 2d. nett, C. & F. Antwerp, pur- 
chased by the same firm, in connection with the same 
Turbo-Alternator, in accordance with the same under- 
taking, dated 21st January, 1925, and Shipped per 
s.s. ‘“‘Italia’ from Canons Marsh Wharf, Bristol, 
for Antwerp for their order. 


In striking contrast to this evidence of the fulfilment 
of promises to purchase raw materials in this country, 
and so give employment to British labour, I have before 
me an instance that will probably come as a revelation 
to those who have listened so innocently to the pro- 
paganda of the British Electrical and Allied Manufac- 
turers’ Association, Incorporated. 


In a cryptic announcement in the Electrical T1mes 
for 7th October, 1926, at p. 437, amongst a long list 
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of ‘“‘ Contracts Closed,” it was stated that the Man- 
chester Electricity Committee had accepted a tender of 
the Metropolitan-Vickers Electrical Co. for a 40,000 
k.w., turbo-alternator (condensing plant by G. Richard- 
sons, Westgarth & Co.). No price was given, nor did 
it appear that other tenders had been invited, or if 
they had, whether the accepted price was the lowest. 


In view of all that has been written and said for 
British manufacturers collectively it is fair to assume, 
when a contract of this magnitude is placed with a 
British firm, that the materials employed will be 
British. 

It was stated by the Electricity Commissioners in 
their Seventh Annual Report for the period ending 
31st March, 1927, that they had given their consent 
for the installation of a 40,000 k.w. set in the Barton 
Station of the Manchester Corporation. It has since 
been stated that this machine has an overall length of 
83 ft. 6ins., and weighs 400 tons. It 1s the largest 
yet installed in this country. 


The ultimate destination of a Steel Rotor body (with 
** Manchester’ in letters across its centre) ready for 
dispatch, weighing about 40 tons, photographed in the 
Skoda Works, Czecho-Slovakia, and reproduced as a 
full-page advertisement in the Zeztschrift des Vereines 
Deutscher Ingemeurs of the 15th September, 1928, 
as delivered to England, may be left to the imagination. 


I wish it to be very distinctly understood that I 
bring no charge of bad faith against any British Electrical 
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Manufacturers as between themselves and their cus- 
tomers. This Steel Rotor body may have been 
imported and used in connection with this particular 
contract with the full knowledge and consent of the 
parties concerned, who may have had all the advantage 
in price of the cheaper foreign production. 


To what extent this instance may be taken as an 
indication of general practice amongst British manufac- 
turers in connection either with their home or export 
trade could only be ascertained on the closest in- 
vestigation by a judicial body possessing compulsory 
powers to call for the production of invoices and the 
inspection of books. 


I wonder whether the manufacturers of the 67.250 
k.w. plants for the Battersea Power Station of the 
London Power Company, and the 51.250 k.w. plant 
for the Bristol Corporation, would be willing voluntarily 
to disclose, if not the name of the makers of the 
alternator rotor bodies—at least their country of origin ? 


It is stated in the brochure under treatment that, 
“In materials he” (i.e. the manufacturer) “is forced 
to pay fixed prices, which are not easily altered by 
negotiation, and he can only obtain some rebate by 
importation of raw materials from countries like 
Belgium, or France or Germany. Such a course, 
however, can scarcely be regarded as satisfactory, 
since the high quality of the British product makes it 
essential, quite apart from other and less materialistic 
reasons, to support the national production as much 
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as possible.” It will be observed that Czecho-Slovakia 
is carefully omitted from the countries enumerated. 


The deciding factor in the case quoted does not 
transpire. It may have been price, or it may have 
been quality. The experts of the Economic and 
Statistical Department of the British Electrical and 
Allied Manufacturers’ Association, if pressed, would 
perhaps be able to enlighten an ignorant public. 


I do not propose to enter into any detailed discussion 
of many of the other questions raised in the brochure. 
These relate to such matters as Taxation, Wages and 
Hours of Labour both in Switzerland and in Germany, 
as though the two countries were in some way to be 
treated as one. There would be a distinct temptation 
to shew the economic position, wage conditions, and 
standard of living prevailing in Czecho-Slovakia. 
Enough has already been said with regard to conditions 
in Switzerland, and German conditions do not enter 
into the discussion. Others relate to International 
Cost Comparisons, which appear to be based upon 
Statistics bearing about as much reliability as can be 
placed upon the remainder of the brochure. 


CHAPTER II.—(Continued, 


THE ATTACK ON LOCAL AUTHORITIES. 


(b) EFFICIENCY. 


The grand attack is made upon the grounds of 
efficiency, and the amazing conclusions of the writers 
can only be met by dealing with the subject at 
length. Under the paragraph entitled ‘‘ The Capital 
Value of Efficiency,” the brochure proceeds :— 


“The question of efficiency assumes very great 
“importance indeed in the electrical industry, since it 
“‘is through the superior efficiency and quality of its 
“products that the British industry has been able to 
“jump into first place among the great exporting 
“countries and to strengthen its position in world 
““markets every year. There is now widespread 
*““ recognition that British plant is easily the cheapest 
“‘if a capitalised value be given to operating efficiency. 
“* There may be differences in initial prices of thousands 
“or even hundreds of thousands of pounds, but the 
“‘ British plant has been preferred. In certain cases, 
“it has been proved conclusively that the foreign plant 
““was so much behind the British plant in efficiency 
““ that it would have been expensive even as a gift. 


“In Appendix A* is given a list of undertakings 

** which have placed orders for generating plant abroad 
“since the conclusion of the War. It is surprising to 

** find that, out of a total of 305 local authorities engaged 
*This appendix is not reprinted, as no particular purpose would 


be served.—A.H.S. 
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in the supply of electricity, only nine should have 
deemed it necessary to go outside of this country, 
and of these nine local authorities, only four may be 
distinguished as completely converted to the use of 
foreign plant. In power supply companies the num- 
ber is smaller still, since only five companies out of a 
total of 236 have purchased foreign plant, and, of 
these, perhaps only one may be regarded as favour- 
able to the idea of continued purchase abroad. All 
the other companies have, since the date of these 
orders, gone over to the purchase of British plant 
exclusively. The question, therefore, revolves around 
the action of four municipalities. 


“ These figures are so small that there must be a very 
strong reason for the almost unanimous purchase of 
British plant, even at higher prices than those ruling 
for foreign plant. Mere sentiment 1s not a sufficient 
explanation, and so we must look to technical and 
economic factors. 


‘“‘ Examinations of the returns of three corporations, 
namely, Newport, Edinburgh and York, provides the 
only possible explanation of the policy of practically 
all undertakings in this country in supporting national 
production. In each of the three undertakings, 
Newport, Edinburgh and York, a comparision was 
made between the fuel costs which were actually 
incurred and the fuel costs which would have been 
incurred if British equipment had been used. For 
the latter purpose, British stations already in existence, 
with the same plant capacity, load factor and similar 
Output, were taken as standards. The stations were 
Wallasey and Newport, and the basis of comparison 
was that of overall thermal efficiency as given in the 
Returns of The Electricity Commissioners. 
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**LOssES THROUGH THE USE OF FOREIGN PLANT. 


“The results, as shown in the following table, are 
remarkable ; they constitute the fullest vindication of 
British generating plant in existence. Even if we 
give to the policy of the three undertakings the most 
favourable interpretation, they have incurred very 
serious losses through the adoption of foreign plant. 
In the case of Newport, the capitalised value of this 
loss 1s about £184,000, while the total capital expendi- 
ture on generating plant and machinery in Newport 
at the end of the year 1924-25 was £271,845, the 
real capital expenditure being, therefore, £455,845. 
In the case of York, the capitalised value of the loss 
sustained may be given as £95,000, while the total 
capital expenditure on plant and machinery, including 
water-power plant, was, in 1924-25, £138,372. We 
cannot distinguish steam plant from water-power 
plant, but, even 1n this case, the real capital cost was 
probably 100 per cent. higher than that given. In 
Edinburgh, the capitalised loss, including losses 
sustained since 1922-23, was almost exactly £200,000, 
and, in this case, plant and machinery accounted for 
£1,166,007. These capital expenditure returns in- 
clude all plant and machinery in the generating 
station, and of this plant, only boilers, turbines, 
generators and condensers come under consideration 
in the determination of fuel consumption, so that the 
real addition to capital expenditure incurred through 
placing the contract abroad has been such as to 
more than double the initial capital expenditure on 
generating plant alone. 
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** Allowing for the fact that the foreign plant was, 
““on an average, about 20 per cent. less in price than 
“‘the British, each of these undertakings has actually 
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“paid 80 per cent. more than the British price if 
“* differences in operating efficiency are considered, and 
“they have now perhaps the most expensive plant in 
“the country. The real losses incurred by these three 
“undertakings in four years lies actually between 
““ £70,000 and £80,000. 


“We cannot criticise the engineers 1n charge of 
“power stations owned by these corporations, since 
“the responsibility for the placing of orders abroad 
“lies with the Electricity Committee appointed by the 
“Town Council, which makes its recommendations in 
“turn through the latter. There is always consider- 
“‘ able attraction for the lay mind in the prospect of an 
‘““immediate saving of £25,000, £30,000 or £50,000, 
“and this attraction has predominated in the case of 
“the contracts allocated by these three undertakings. 
‘Now, after four years, we trust that they will 
‘‘recognise that their initial gain has been con- 
‘‘verted into very serious loss indeed, while 
‘*British Labour has been deprived of employ- 
‘‘ment, and the ratepayers’ money has been 
‘‘used to maintain in activity expensive foreign 
‘plant. = |sic.| 


““ OVERWHELMING JUSTIFICATION OF SUPPORT FOR 
NATIONAL PRODUCTION. 


‘‘ It is unnecessary to pursue the subject further. 
““On any account, the purchase of foreign plant by 
“supply undertakings in this country has not been 
“justified. British plant, even at 80 per cent. above 
“the price of foreign plant, justifies itself, and it is 
‘*a tribute to the efficiency of the industry as a whole 
‘* that it has been able to show this achievement during 
‘“a period of unexampled difficulties in trade. We 
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“are not concerned with the purely political or senti- 
‘* mental aspects of the case; the truth, as far as the 
‘* electrical industry is concerned, is sufficient. We 
“trust that the supply undertaking as well as the 
*‘ public, which, of course, 1s vitally interested in 
‘* electrical development, either 1n 1ts personal capacity 
‘or in its civic capacity through the Town Council or 
“local authority, will recognise that the national 
** production is easily the cheapest. It is merely a 
‘“‘ case of sound business principle entering into the 
** conduct of business, and, by that test, we are con- 
‘* vinced that no undertaking could ever divert contracts 
‘*‘ abroad for generating plant and equipment. 


‘* The British manufacturer has made a strong effort 
** consistently to make good the enormous disadvantages 
‘“‘ he suffers through materials, wages and taxation, by 
“the superior efficiency and quality of his product. 
‘‘This achievement has already been recognised 
‘*‘ abroad and, to a very great extent, at home, and we 
““ would suggest that, before any foreign contract 
‘“‘ whatever is allocated, the operating efficiency results 
‘“ shown for the only three undertakings in this country 
‘“‘ using almost exclusively foreign plant for the genera- 
* tion of electricity should be carefully considered.” 


It is, of course, inconceivable that such an attack 
upon sO many important municipal corporations and 
others should go unanswered. These include Edin- 
burgh, Stepney, Newport (Mon.), York, Leicester, 
Dublin, Bolton, St. Marylebone, St. Helens, and last, 
but not least, Aberdeen. Amongst the Power Supply 
Companies we have the Yorkshire Power Company, 
The London Electric Lighting Company, The Midland 
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Electric Power Corporation, The Kensington and 
Notting Hill Electric Supply Company, and The 
London County Council, and amongst private con- 
cerns there are the Powell Duffryn Steam Coal Com- 
pany (over 50,000 k.w.), The Ebbw Vale Coal and Iron 
Company, The Staveley Coal Company, and the 
South Lancashire Tramway Company. The whole 
accounting for a total plant capacity of 366,224 
Kilowatts. 


So far as I have been able to ascertain none of the 
latter have taken the slightest notice of the British 
manufacturers’ accusations. It would be very interest- 
ing to know what prices were paid by them compared 
with the prices obtained from municipal corporations 
by the same manufacturers for identical plant‘ It has 
been suggested on behalf of the manufacturers that 
some form of public enquiry should be held into the 
circumstances under which these contracts are placed 
abroad. If such an enquiry is ever held attention 
might usefully be directed to ascertaining what prices 
have actually been paid by private concerns at home, 
and to quote Mr. A. Nichols Moore, the Engineer and 
Manager of the Newport Corporation Electricity 
Department, and President of the Incorporated Muni- 
cipal Electrical Association, 


“it would be very much more to the point if there 
*“ were a public enquiry into the circumstances under 
“which British tenders for municipal plants are pre- 
** pared and regulated, and as to why it is that British 
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“‘ firms in the British Electrical and Allied Manufac- 
“‘turers’ Association are able to quote the Colonial 
“and Foreign markets, such as Japan, China, and 
** South America, prices for Turbo-Alternator plants not 
“only lower than they quote in the home municipal 
** markets, but at such a low level that Continental 
“‘ firms are frequently unable to compete.” 


I will give an instance of this in a subsequent 
chapter. 
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CHAPTER III. 


THE CASE OF THE MUNICIPALITIES. 


(1) NEwrorT (Mon.). (2) EDINBURGH. 


(3) YorK. (4) DUBLIN. (5) LEICESTER. 


(1) NEWPORT (Mon.). 


IN the cases of Newport, Edinburgh, York and 
Dublin replies from the Engineers or Chairmen were 
swiftly forthcoming. 


Mr. A. Nichols Moore took up the defence of his 
Committee in a lengthy communication to the Press, 
extracts from which appeared in The South Wales 
Argus and were reprinted in The Electrical Times of 
16th February, 1928, as follows :— 


““In your issue of February 8th appeared an extract 
“* from a publication just issued by the British Electrical 
“and Allied Manufacturers’ Association under the 
“title of ‘ Foreign Plant in British Power Stations.’ 
** As it may seriously disturb the public mind in Newport, 
“with the approval of the Chairman of Newport 
“* Electricity Committee I submit this communication 
“in explanation and reply. With your permission I 
“* will deal with the figures quoted as soon as I have had 
“an opportunity of studying the statistics and state- 
“ments. At the moment I would only observe that 
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‘“* Newport is merely one of many large Municipal 
““ Corporations who have more or less recently placed 
*‘ contracts with Swiss firms after the closest investiga- 
** tion of the tenders by their responsible expert advisers. 
‘ If serious loss, such as you have stated, resulted from 
“ placing Newport’s contract, is it conceivable that not 
“only Municipal Corporations, but some of the largest 
‘ private Power Supply Companies (such as the York- 
“ shire Electric Power Co., the London Electric Supply 
‘“* Corporation, and the City of London Electric Light- 
‘“‘ing Co.), also some of the largest industrial combines 
‘“‘ Gncluding the South Wales area) would place similar 
“orders with Swiss firms, and that one of the most 
“important combines in the chemical industry, where 
‘* initial capital expenditure is not of necessity of primary 
“importance, but where low power production costs 
“‘ constitute one of the biggest factors 1n the ultimate 
** cost of production and selling price of their products, 
** would, within the last few weeks, have placed a very 
*“‘ large contract for steam turbine plants with the same 
“* Swiss firm as Newport placed its recent contract ? 


“Newport Council is accused of boycotting British 
“production and British labour. The exact facts in 
““ respect to the placing of the Newport contract with 
““a Swiss firm can be briefly stated: Open tenders 
** were invited for a 10,000 k.w. turbo-alternator and 
*““ condensing plant to a very complete specification and 
*““ schedules, practically in strict accordance with the 
““ standard specification and schedules of the British 
‘Engineering Standards Association, so that British 
“‘ firms had the fullest opportunity to quote for their 
“standard plant at a minimum price. Twelve British 
‘* and four continental firms submitted tenders, and the 
** most favourable all-Swiss tender was £14,000 below 
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“the most favourable all-British tender. Notwith- 
“standing this, the steam consumption guarantee of 
“the Swiss plant was materially better than the best 
“* British guarantee, and, moreover, the Swiss firm was 
‘prepared to accept as high a financial penalty for 
“ failure to comply with their guarantees as any British 
“‘ firm was prepared to accept. 


** As the Newport Corporation were very desirous if 
‘* possible to retain the contract in Great Britain, they 
“had considerable negotiations with the British 
“‘ tenderers, through the official channel, the British 
‘** Electrical and Allied Manufacturers’ Association, 
“but without result. Ultimately it was reluctantly 
“‘ decided to place the contract with a Swiss firm, but 
“only on the condition that the alternator and the 
“condensing plant were both manufactured in this 
“country, with the result that 71 per cent. of the work 
“and financial payments remained in this country. 
*“‘ This decision meant an increased capital expenditure 
“‘ of approximately £8,000. 


“Yet Newport Corporation are accused of boycot- 
“ting British production and British labour. ‘ Some 
“form of public inquiry into the circumstances under 
“‘ which such contracts are placed abroad,’ is suggested ; 
“ but it would be very much more to the point if there 
‘““ were a public inquiry into the circumstances under 
** which British tenders for municipal plants are pre- 
** pared and regulated, and as to why it is that British 
“firms in the British Electrical and Allied Manu- 
““ facturers’ Association are able to quote the Colonial 
“‘ and foreign markets, such as Japan, China, and South 
*“* America, prices for turbo-alternator plants not only 
“* lower than they quote in the home municipal markets, 
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“but at such a low level that Continental firms are 
“‘ frequently unable to compete. 


** During the past two years probably not more than 
“‘ § per cent of the orders for generating plant for use 
‘* in this country has been placed on the Continent, and 
“so recently as last August the following statement 
“‘ appeared in the Press : ‘ Orders secured by electrical 
‘* manufacturers for generating plant and heavy electrical 
“equipment during the twelve months ended June 
“last constitute a new record in the history of the 
‘industry.’ ‘ British Industries,’ the official organ of 
‘** the Federation of British Industries, states that in the 
* first six months of the year British firms booked 
“contracts aggregating a higher plant capacity than 
** during the whole of 1924 or 1925.” 


There is one very important point in this letter to 
which the attention of the reader might be very usefully 
directed. Mr. Moore makes no attempt to shirk full 
responsibility for his part as an Engineer, and I am 
sure all the other responsible Engineers would do the 
same. Whilst the ultimate responsibility rests upon 
the Councils concerned who adopt or reject a Com- 
mittee’s recommendations, those recommendations 
could only be made upon the advice of the technical 
advisers employed by them. 
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CHAPTER III —(conttnued). 
THE CASE OF THE MUNICIPALITIES. 


(2) EDINBURGH. 


In the same issue of The Electrical Times Coun- 
cillor John Couston, Convener of the Edinburgh 
Electricity Committee, defended his Committee in the 
following terms :— 


Edinburgh, February 8th, 1928. 


“© S1rR,—With reference to your leaderette based on 
“the report of the British Electrical and Allied Manu- 
‘** facturers’ Association, I think in fairness to Edin- 
“burgh I might make a very short statement. I do 
‘“* not wish to quote a mass of figures, for 1n some cases 
“figures, although correct, may be very misleading. 
““ It all depends how they are used. One simple set of 
* figures, however, as a test of efficiency, can be readily 
“understood by Edinburgh citizens. The price of the 
“electricity unit in Edinburgh—33d. for lighting and 
“2 of id. for heating—is, if not the lowest, certainly 
“amongst the lowest in Great Britain. As we say in 
“* Scotland, ‘ The proof of the puddin’ is the preeing.’ 
“‘ At these figures we actually make a profit. 


*“* At the moment we have in our power station three 
“‘ Swiss turbo-alternators, placed there at the opening 
“‘ of the station in fair and open competition. Lately 
“* we put in a new turbo-alternator, secured by a British 
“firm, also in fair and open competition. The two 
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“new machines, orders for which were placed twelve 
“months ago, were secured by the makers of the first 
‘three referred to (Swiss). When the tenders were 
‘* received a very full and detailed statement of working 
““ costs was prepared by our engineer and manager, 
“applied to every offer based on the actual figures 
“supplied by each manufacturer. This statement 
“carried out the cost per unit generated, and included 
“the coal consumpt and steam efficiency, based, as 
““T saw, on the actual figures supplied by the manu- 
“‘ facturers. I know these figures were, somehow, in 
“the hands of the British manufacturers within a 
““ couple of days. As far as I can find, no objections 
“* were taken as to the correctness of these figures. One 
“* of the trade papers referring to the contracts made no 
“comment except to suggest that more would be 
“heard later on. That is now twelve months ago. 


““ Regarding working conditions, inquiry, I know, 
““was made by the Labour group, and it was very 
“* frankly stated in open council that they were satisfied 
“‘ with the working conditions in Switzerland, and they 
“* could do nothing else than agree to the acceptance of 
“the Swiss contract. 


“‘ As regards the saving in the coal consumpt, the 
‘argument could be used as éffectively by one British 
‘‘ maker as against another. I know the claims of coal 
‘“‘consumpt and steam efficiency by the different 
‘ British tenderers were in some cases received with a 
‘‘ guarded shake of the head by the other British 
** tenderers. 


“ Finally, I have waited patiently for some explana- 
“tion from the British tenderers on their procedure 
“‘ when asked to requote, for, contrary to usual custom, 
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“and to give them an opportunity to retain the 
“contract in Britain, they were given the oppor- 
“tunity to requote. To the Committee’s surprise, 
‘“‘ and, I think, now to the citizens’ surprise, the result 
“was not fresh figures, but an equal reduction of 124 
““ per cent. on the figures of the original tenders. This 
“‘ was an overhead collective reduction from practically 
“all the British manufacturers. It may have been 
“accidental ; it may have been co-ordination. Each 
‘* citizen must form his own opinion. 


““The saving difference between the best total 
“‘ British tender and the Swiss tender was £52,700, 
““ which would have required to be met by the Edin- 
“burgh ratepayers. The Swiss firm also accepted as 
“a condition of the contract that they would expend 
“in Great Britain 35 per cent. of the contract price.— 
“Tam, &c. 

JOHN COUSTON, 


Convener of the Electricity Committee.” 


In view of the serious nature of the assertion made 
as to the losses incurred, the Edinburgh Corporation 
could scarcely leave the matter there. The City 
Chamberlain and Engineer and Manager of the Elec- 
tricity Supply Department were instructed to report. 


I am indebted to the Convener, Judge Couston, 
for permission to publish the Joint Report of their 
Officials. 


Comment would be superfluous. 
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CORPORATION OF THE CITY OF EDINBURGH. 


Report by the City Chamberlain and the 
Engineer and Manager of the Electricity 
Supply Department on the publication by the 
British Electrical and Allied Manufacturers’ 
Association (Inc.) of certain statements with 
regard to Foreign Plant in British Power 
Stations. 


1. On 21st February the City Chamberlain and the 
Engineer and Manager of the Electricity Supply Department 
were instructed to report to the Electricity Committee 
regarding certain statements appearing in a publication by 
the British Electrical and Allied Manufacturers’ Association 
(Inc.) entitled “ Foreign Plant in British Power Stations— 
The Case for Support of National Production.” 


2. The detailed figures are given below, but in a general 
review of their import it would seem that with regard to 
Edinburgh it was intended to convey to the public at large 
that the capitalised loss which the Corporation undertaking 
had suffered as a result of the purchase of Swiss plant was 
almost exactly £200,000. That sum of £200,000 was 
arrived at by comparing the cost of fuel in Edinburgh with 
the cost of fuel at a similar station equipped with British 
plant. This comparision of fuel costs forms the sole ground 
for the statement made by the B.E.A.M.A. The actual 
figures will be analysed, but on the question of fuel con- 
sumption it should be stated primarily and emphatically 
that fuel costs depend not only on purely generating plant, 
but also on: 
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(a) The price of coal. 
(b) The cost of unloading coal and the disposal of ashes. 
(c) The efficiency of boiler plant. 


(d) The nature of the auxiliary plant required to operate, 
for example, pumping machinery for condensing 
water, &c. 


These four factors, either in isolation or in combination, 
may be sufficient to account for differential results as between 
two generating stations, and in any event the many factors 
present give support to the view that it is impossible for 
B.E.A.M.A. with the data at their disposal to say what 
caused the losses which they calculate as having been suffered 
by Edinburgh Corporation. The knowledge that this is so 
probably accounts for the method of approach of a writer 
in the “Electrical Times” of 1st March, 1928, when he 
says : 
“These figures have been. made out in such a 
“ fantastic, inaccurate, and misleading manner that they 
“‘are not even worthy of serious comment. One can 
“ only express astonishment at the fact that any respon- 
“sible organisation can have the brazen effrontery to 
publish anything of the kind.” 


The writer goes on to combat the views of the B.E.A.M.A. 
on the question of wages for labour prevailing in Switzer- 
land and this country, and in the course of his letter he 
touches as well upon questions which involve consideration 
of political factors, such as the necessity for safe-guarding, 
with which your reporters may not deal. 


3. With the object of ascertaining to what extent the The figures 
figures published by B.E.A.M.A. were accurate, the reporters SAMA. 
have checked the figures pertaining to Edinburgh and find ference 
these correct. They are, however, unable to check the these 


figures relating to the unknown station. The figures are 


as follows: 
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EDINBURGH CORPORATION. 


‘Total cost 
of fuel of 
similar 
Total Output | Total Cost} station Total Loss 
Year. of Electricity. of Fuel. | equipped by 
with Corpora- 
| British tion 
(Units) (Stg ) Plant (Stg ) (Stg ) 
£ £ £ 
1922-2 552167,519 81,240 50,500 305740 
1923-24 67,887,773 815777 59,900 21,877 
1924-25 79,648,054 77,608 61,600 16,008 
1925-26 96,690,719 63,776 54,600 9,176 


rn ie a ee 


Total . 299,394,065 | £304,401 





£226,600 | £77,801 





The obvious inference which anyone inspecting the 
foregoing table would draw is that the figures represented 
the costs of operating a station fully equipped with foreign 
plant as compared with a station fully equipped with British 
plant. One of the stations which B.E.A.M.A. took as their 
standard of British efficiency was Wallasey, but they com- 
pared this station with Newport. It is not known with 
which station the comparision with Edinburgh was made. 
The table shows that for Edinburgh the total cost of fuel 
over a period of four years commencing 1922 was £304,401, 
while the total cost of a similar station equipped with British 
plant was £226,600. 


4. The unfortunate assumption that the fuel costs appear- 
ing in Edinburgh Corporation’s Accounts were referable 
only to one station has no doubt accounted for the grievous 
error into which B.E.A.M.A. has fallen. 


It should be noted, in the first place, that in 1922 Edin- 
burgh had four generating stations in operation: Dewar 
Place, McDonald Road, Leith and Portobello. In only one 
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of these stations had foreign machinery been installed, 
namely, three 10,000 k.w. sets at Portobello. The financial 
year in Edinburgh—the period to which the statistics 
relate—runs from 16th May to 15th May and it had run 
more than half its course before on 6th December, 1922, 
the first of the three Swiss 10,000 K.w. sets was put on 
commercial load for the first trme. For the first year men- 
tioned in the table, therefore, out of the 55 millions of output 
only 8} millions or thereby were generated by foreign plant 
in Portobello Station; 464 millions were generated by 
British plant at other stations. The relative percentages of 
output for that year are 85 per cent. generated by British 
plant and 15 per cent. generated by foreign plant. The loss 
of £30,740 alleged to have been suffered by the Corporation 
during that year cannot, accordingly, by the greatest stretch 
of the imagination be attributed to a plant which only ran 
for part of the year, producing 15 per cent. of the output. 
The real reason for the probable difference of £30,740 
referred to was that the Edinburgh undertaking was working 
with out-of-date British plant which was then about to be 
scrapped in favour of new and more up-to-date machinery. 
The £30,740 is the result of a comparison of an undertaking 
comprising four stations operating in the main quas: obsolete 
British plant with an undertaking of similar size probably 
operating one station with up-to-date British plant. It 1s 
unnecessary to traverse the figures through the various 
years given in the table, but the Committee will notice that 
on the best shewing which B.E.A.M.A. can make the 
figures show a phenomenal improvement every year, with 
the result that this alleged loss drops from £30,740 in 
1922-23 to £9,176 in 1925-26 with increasing use of foreign 
plant. This improvement has really been accounted for by 
the policy of scrapping obsolete machinery which the 
Corporation has undertaken within the last few years. Leith 
Station ceased to generate altogether on 4th April, 1923, and 
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the plant was scrapped. McDonald Road, however, con- 
tinued generating until 11th January, 1928, while at Dewar 
Place there are now only 8,000 k.w.’s of plant available for 
generation. The original Swiss plant at Portobello was, in 
1926, added to by the installation of a 10,000 k.w. Metro- 
politan-Vickers set which began operation on roth March 
of that year. The result of the policy of scrapping was, as 
has been said, a marked improvement 1n working costs. In 
1925-26, 96 per cent. of the total units were generated by 
Swiss plant, and B.E.A.M.A.’s figures stand at £9,176. 
The Committee may, therefore, appreciate the position 
when it is stated broadly that in 1922-23, when the Swiss 
plant generated 15 per cent. of the total output, the alleged 
loss was £30,740. In 1925-26, when the Swiss plant 
generated 96 per cent. of the total output, the alleged loss 
was £9,176. The B.E.A.M.A. figures are really directed 
against Swiss plant put in by the Corporation during the 
year 1922-23 under the advice and with the concurrence of 
their Consulting Engineers, Messrs. Kennedy & Donkin, 
who are at present advising, the reporters understand, the 
Central Electricity Board with regard to matters of moment 
to the Electrical industry in this country. The reporters do 
not agree that the advice given by Messrs. Kennedy & 
Donkin was wrong, because, having looked up the report 
made by that firm on the tenders for the first three turbines 
for Portobello Station, they find that, although the price of 
the three Swiss turbines with British condensing plant was 
35 per cent. lower than the all-British plant, the efficiency 
of the Swiss turbine compared favourably with the average 
of the British offers. The Engineer and Manager is satisfied 
that the Swiss plant has come up to the standard guaranteed 
by its makers. ‘The reporters beg to state most emphatically 
that Edinburgh Corporation have not lost by the purchase of 
Swiss plant. 
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5. The reporters hope that they have made two points The issue 
clear, first, the fuel consumption costs—the basis upon marssed 
which B.E.A.M.A.’s calculation rests—depend upon many 
factors other than turbine efficiency. The important factors 
have been referred to, namely : 


(a) The price of coal. 
(6) The cost of unloading coal and the disposal of ashes. 
(c) The efficiency of boiler plant. 


(d) The nature of the auxiliary plant required to operate, 
for example, pumping machinery for condensing 
water, &c. 


These facts alone would vitiate any figures prepared on 
the basis adopted by B.E.A.M.A., but the case absolutely 
fails when the second point is taken into consideration, 
namely, that 1922-23 (the year during which the largest 
alleged loss was made) was really a year in which practically 
all-British plant was running in four Edinburgh stations 
(not one, as presumably thought by B.E.A.M.A.) and for 
which the calculations of B.E.A.M.A. show £30,740 of 
alleged loss, while in 1925-26, when the production was 
nearly all by Swiss plant, the calculations of B.E.A.M.A. 
show an alleged loss of £9,176. Neither of these figures 
are more indicative of a general trend of improvement due 
to the policy which the Corporation adopted. 


6. Edinburgh Undertaking’s costs are, in fact, lower than ry. rest of 

the working costs of the station which may have been taken 2ctual_ 

as a basis of the B.E.A.M.A. comparision, and in this con- 

nection the reporters beg to refer to The Electrical Times 

of 29th December, 1927, which publishes a table from the 

City Electrical Engineer of Salford showing the seven 
Municipal undertakings with the lowest working costs, 
eliminating rents, rates and taxes, for the year ended 1927. 

They are as follows : 
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Working 
Undertaking Year. Output. Load costs 

| Factor. | per unit. 

per cent d 

Manchester : 192 323,547,741 33 35 | 64 
Salford .. , 1927 535333470 32 12 68 
Bolton ; : 192 §7,212,160 27 99 68 
Sheffield .. ‘ 1927 170,213,413 28 83 69 
Glasgow .. : 1927 191,769,688 29 64 71 
Edinburgh 1927 91,484,739 29 75 72 
Wallasey 1927 2755795117 31 81 73 


The above facts speak for themselves, but it is a matter of 
regret that the Director of Publicity for the organisation 
which represents the manufacturing interests of such an 
important industry as the Electricity industry should fall 
into the error of attempting to boost home industry upon 
the basis of fallacious comparisions. Such a policy cannot 
redound to the credit of British Industry nor will it con- 
tribute to its prosperity. 

J. D. IMRIE, 
City Chamberlain. 


EDWIN SEDDON, 
Engineer and Manager, 
Electricity Supply Department 


City Chambers, Edinburgh, 
23rd March, 1928. 
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THE CASE OF THE MUNICIPALITIES. 


(3) YORK. 


The Chairman of the York Corporation Electricity 
Committee was also an early entrant in the lists in 
replying to the attack upon his Committee. 


I give his letter to the Editor of The Electrical Times 
as it appeared in its issue of 23rd February, 1928. 


FOREIGN PLANT IN BRITISH POWER STATIONS. 


** StR,—In a brochure recently issued by the British 
‘* Electrical & Allied Manufacturers’ Association, which 
*“ received much publicity in the technical and daily 
** press, reference was made, among others, to the City 
*‘ of York Electricity Undertaking, regarding the pur- 
*‘ chase of foreign generating plant by that authority. 
**The brochure to ‘ prove” how much money the 
“‘ ratepayers of York have lost owing to the short- 
“sighted policy of their Council in neglecting to 
** purchase turbo-alternators from the members of the 
** Association. 


“I propose not to deal with the purely political side 
“of the question—that is a matter for which the 
*“‘ electorate of this country is responsible—but to deal 
“only with the actual facts. Page 17 of the brochure 
** states : 
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‘ Allowing for the fact that the foreign plant was, on an 
‘ average, about 20 per cent. less in price than the British, 
‘each of these Undertakings has actually paid 80 per cent. 
‘more than the British price if differences in operating 
‘ efficiency are considered, and they have now perhaps the 
“most expensive plant 1n the country The real losses 
‘incurred by these three undertakings in four years lies 


‘actually between £70,000 and £80,000.’ 


‘* Let us examine the ‘ facts’ as presented 


by the 


*“ British Electrical and Allied Manufacturers’ Associa- 
“tion. In the summer of 1924 the York Corporation 
** advertised for tenders for a 6,000 k.w. turbo generator 
“‘ with condenser, steam piping, &c., and on examina- 


“tion of these tenders we find the quotations 


for the 


“turbo generator (which was the only portion of the 


“plant not of British manufacture) as follows 


Aver Steam Con- 
Turbo. sumption per k.w. 


Tenderer. Alternator. as specified. 
Oerhkon (Swiss) - £10,795 II 31 
Metropolitan Vickers .. £19,200 Ir 85 
Britisu-Thomson Houston Co £19,585 II 735 
*General Electric Co. .. £20,079 Il 645 
*English Electric Co. .. £19,127 Ir 875 
*C A Parsons .. F £19,159 Ir 875 
*Richardson Westgarth £18,840 12 187 
{Brush Co. ie me £19,124 II 614 
*D. Adamson .. es £,18,980 I2 3 
Bellis & Morcom oe £19,523 Il 7 
*James Howden .. es £20,053 Il 655 


“‘ Again in 1925 tenders were invited for a 


similar 


*‘ turbo-generator, condenser, &c., and the following 


** quotations were received : 


erent eee ——— se, —— 


+£5,456 deducted for ‘condenser, which was. included : in 


the turbine price. 


*Allowance made for air cooler and steam piping included 


in the turbine price. 
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Aver, Steam Con- 
Turbo. sumption per k.w. 


Tenderer. Alternator. as specified. 
Oerlikon (Swiss) ye £10,280 II 31 
British Thomson-Houston Co. £18,928 II.39 
Metropolitan Vickers .. £18,837 II §1 
C. A. Parsons .. Se £173573 II.85 
English Electric Co. .. £18,701 II 34 
Richardson Westgarth .. £18,344 II 42 
D Adamson .. a £16,573 I2 § 
General] Electric ey £,19,405 II 31 
Brush Co. we - £16,728 II 89 
J. Howden ; Se £18,163 Il 74 
Bellis & Morcom . £16,658 I2 07 


“Even a most casual glance over these figures shows 
“that the foreign plant was considerably more than 
*“** about 20 per cent. less in price than the British ’ as 
“stated above in the brochure—the British prices 
“ranging from 60 per cent. to 90 per cent. above the 
“* Swiss—the latter figure being for a turbine of similar 
““ steam consumption as the Swiss. 


““ So much for the capital cost of the plant; let us 
“now turn to the running costs. In addition to the 
“low capital cost, 1t will be noticed that the guaranteed 
“steam consumption of the Oerlikon machine was 
“lower than any of the British offers, and in actual 
“test after erection, the Oerlikon plant gave results 
“8 per cent. better than the maker’s guarantee. ‘This 
““ proves conclusively that whatever loss there may or 
““may not have been due to the thermal efficiency of 
“the York undertaking, it can in no way be attributed 
““ to the purchase of a Swiss turbine. 


“The pamphlet of the British Electrical & Allied 
** Manufacturers’ Association will not mislead a single 
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““ person who has but a nodding acquaintance with 
*‘ electric power stations, by comparing the thermal 
** efficiencies of two undertakings, and throwing the 
*““ whole of the difference on the turbine efficiency. 
‘** The Association Know probably better than anyone 
“‘that other very important factors come into the 
“picture. The efficiency or otherwise of the boiler 
*“ house plant is by far the greatest cause of difference 
** between individual stations. 


“The figures of comparison can therefore only be 
‘* for the edification of the man in the street. It is to 
““be regretted that an Association comprising the 
“leading electrical manufacturers in this country 
“should stoop to such tactics for mere propaganda. 
‘As a matter of fact on each of these turbines the 
** Council has actually saved the capital charges on 
‘“< £8,000 for 20 years, amounting to £14,000; also an 
‘annual saving of £240 in the fuel bill based on the 
‘* actual output of the last two years. 


*“In conclusion there is one more point I wish to 
‘“‘ comment upon—on pages 15 and 16 the Economic 
** and Statistics Department of the Association do not 
‘‘ appear to be able to distinguish between steam plant 
‘** and water power plant. 


*“In 1920 the City of York placed a contract for a 
‘‘ hydro-electric works, at a cost of many thousands of 
‘** pounds, with a member of the British Electrical & 
‘* Allied Manufacturers’ Association. In view of our 
‘“‘ experience we in this city are quite able to make a 
“ distinction between water power and steam plant, 
‘“‘and unfortunately not altogether favourable to the 
‘* British manufacturer. 
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“The York City Council is as anxious as any other 
“body to place orders within this country. An 
“‘ opportunity was given to the British manufacturers 
“‘ at the time to make an offer similar to that reported 
“in to-day’s press which has occurred at Stockport, 
“where a British tender has been reduced by about 
“ £10,000 for a turbine, but at York no such offer was 
“‘ forthcoming, and the Council did not feel justified 
“in paying the much higher price to the detriment of 
‘its ratepayers and undertaking.—Yours faithfully, 


C. W. SHIPLEY, 


Chairman of the York Corporation 
Electricity Committee. 


‘* Southlands,”’ 
Southlands Road, York. 


February 16th, 1928. 
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CHAPTER III. --(continued). 
THE CASE OF THE MUNICIPALITIES. 


(4) DUBLIN. 


There followed on the 1st March in the same journal 
a letter from Mr. Lawrence J. Kettle, the Electrical 
Engineer of the City of Dublin. 


This also speaks for itself. 


FOREIGN PLANT IN BRITISH POWER STATIONS. 


** Sir,—As a friend and admirer of the extremely 
*‘ able and active Director of Beama I was very grieved 
*‘ at the contents of the brochure ‘ Foreign Plant in 
‘* British Power Stations.’ 


*““ Desperate diseases sometimes demand and justify 
** desperate remedies, but assuredly the British Electrical 
** manufacturing industry is not in such a parlous 
“condition as would provoke—for nothing could 
“* justify—the issue of statements so plainly calculated 
“to mislead the public. So far as one can judge the 
“industry in question is in a remarkably strong and 
“flourishing condition; in fact, it 1s one of the few 
*‘ British industries which are prosperous. Personally 
**I am entirely in favour of giving a reasonable price 
“* preference to home manufacturers, and I have always 
** given such preference to goods made in this country. 
*‘ But there is a very decided difference between giving 
‘a reasonable price preference and giving carte blanche 
“to any ring of home manufacturers to exploit local or 


** national patriotism. 
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‘“*] have been drawn into this discussion mainly by 
“the fact that Dublin has been set out in the brochure 
“in question as one of the power stations which have 
“in recent times installed steam turbines made in 
“ Switzerland. No definite statement has been made 
*“ to the effect that the Dublin electricity supply under- 
“taking has suffered financially by having installed 
** Swiss turbines instead of British machines, but the 
““ obvious inference in the pamphlet is that al] the 
“* purchasers of Swiss turbines have incurred substantial 
“‘loss by reason of high steam consumptions. Figures 
“have been set out for Newport (Mon.), Edinburgh 
“and York, purporting to give the losses sustained by 
“‘those undertakings as a result of the use of Swiss 
“steam turbines. These figures have been made out 
““in such a fantastic, inaccurate, and misleading manner 
“that they are not even worthy of serious comment. 
“One can only express astonishment at the fact that 
““any responsible organisation can have the brazen 
“‘effrontery to publish anything of the kind. No 
““ doubt the engineers of the three undertakings men- 
““ tioned will deal effectively with the figures in question. 
** So far as Dublin is concerned all I can say is that the 
“Swiss turbine steam consumption figures have 
“‘invariably been better than the British, that the 
“* guaranteed figures have always been improved upon 
“in practice, and that the capital cost has given a 
** substantial advantage to the purchaser. In the case 
“* of the last steam turbine purchased by Dublin from a 
“ Swiss firm, the steam consumption figures were 
“better than the best British figures, and the price of 
“the turbo-alternator was 43 per cent. lower than the 
“* lowest British tender. 


“It is suggested in this suggestive pamphlet that 
“‘ British manufacturers cannot compete against those 
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“of Switzerland unless British wages and the whole 
‘“* British standard of living be reduced. Some little 
“time ago I took the trouble to investigate the wages 
** position as between Switzerland and Great Britain, 
“and I found that the hourly rate paid to unskilled 
“labour in Switzerland was considerably higher, and 
** the rate to skilled labour slightly lower than in Great 
“‘ Britain, the average being rather higher in Switzer- 
“land. Any inability to compete with Switzerland 
*‘ cannot, therefore, be attributed to wages. I have 
“had considerable experience of labour and other 
“conditions in Switzerland, and I can say definitely 
“that labour there is distinctly happier than in Great 
“ Britain. The social conditions in Switzerland might 
““ well be taken as a model for all industrial countries. 
“‘ It might repay investigation to discover how it comes 
** that Switzerland, who has to import all her raw material 
“and pay the same wages, can compete successfully 
“with British manufacturers in their own market. The 
“* Beama firms might not emerge very successfully from 
*‘ such an investigation. 


“It may well be asked why the Beama thinks it 
** worth while to make such an attack upon a few Swiss 
*“* manufacturers who supply only a practically negligible 
*‘ fraction of the British market. The reason is not far 
“to seek. Although the Swiss steam turbines pur- 
*“‘ chased by British Electricity undertakings form such 
“a small percentage of the whole, their prices form a 
“useful criterion of the prices put forward by the 
““Beama firms. If those few Swiss firms could be 
“‘ eliminated the Beama ring could dictate terms to the 
“purchaser. The day when Beama attains this 
** objective will be a bad day, not only for the British 
** purchaser but also for the British manufacturer. An 
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“industry which can dictate terms to the public will 
“have no incentive to render itself more efficient—it 
“‘ will simply make the public pay for its inefficiency. 


“The Beama can scarcely have hoped that their 
*“ misstatements would go without contradiction, but 
“no doubt they hoped that their exploitation of British 
*“ patriotism would secure them a good press—as has 
“been the case—and that their statement would obtain 
““ much greater publicity than the contradiction. But 
‘the good sense of the average purchaser may still be 
‘relied upon, and supply engineers and undertakings 
“will not be intimidated by such tactics into playing 
“into the hands of the would be profiteers. Swiss 
“firms do not sell at cut-throat or unremunerative 
“* prices, they do not pay low wages, but they give good 
“‘ value, they carry out their guarantees, and they are 
“‘ singularly efficient. The unworthy attack of Beama 
‘on this small and friendly country will simply recoil 
* upon itself. 


Yours faithfully, 
** Dublin. LAWRENCE J. KETTLE ”’ 


It seems almost incredible that notwithstanding 
these authoritative replies from engineers of such high 
repute and others equally qualified to speak with 
knowledge of the actual facts, we have Sir Philip 
Dawson, M.P. (who has, I believe, some connection 
with the industry and is, presumably, in touch with 
its press), speaking at the 75th Anniversary Dinner of 
The London Association of Foremen Engineers, at 
which he is reported by The Times of 5th March, 
1928, to have said,— 
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“That British electrical manufacturers, to make a 
** very slight margin of profit had to quote prices which 
“were 27 per cent. higher than those of their Swiss, 
“ Belgian and Italian competitors. It was very regret- 
“ table that the corporations of many of our great cities 
“were placing orders for electrical machinery in 
** foreign countries. Apart from the question of patriot- 
““ism this was the more to be deprecated because 
** British electrical plant was far more efficient than 
‘anything which could be bought abroad, as had been 
*‘ proved at Edinburgh, where the local authority had 
“‘ been operating foreign-made electrical plant for some 
“time past. If Edinburgh had ‘ bought British’ in 
** the first instance its fuel bill to date would have been 
“lower by £200,000. That amount was far greater 
“than the difference in price between British and 
“foreign plants. If something was not done to safe- 
“guard these great industries and to put them on a 
““more even basis of competition than existed to-day 
“they might find themselves very hard pressed in the 
““ near future.”—Tzmes, 5th March, 1928. 


The persistence with which the propaganda on 
behalf of British manufacturers is conducted could 
not have been more forcibly emphasized than it was 
by an article appearing in The Daily Mail of April 
16th, 1928, by Mr. Hugh Quigley, described as the 
Chief Economist of the British Electrical and Allied 
Manufacturers’ Association. It purports to reply to 
a series of articles by Mr. Rothay Reynolds, The Daily 
Mail’s Berlin correspondent, on the electrical industry 
in Germany and Belgium, which appeared in that 
paper’s issues of March 12th, 14th, 17th, 19th and 21st, 
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1928, and in which some very unfavourable com- 
parisons were made with Great Britain and written 
with the object of driving a few wholesome truths 
into the heads of British manufacturers. 


This economist and statistician goes on to say :— 


“The industry has progressed on a quality rather 
“than on a price basis. It has proved conclusively 
“that the British product justifies itself at prices even 
““40 per cent. above those quoted by its Continental 
“* competitor.” 


This bold, but entirely unsubstantiated, claim may 
be intended for “ home ” consumption, but it never- 
theless appears to be a fact (as I will show later) that 
the much boasted export trade has been secured largely 
as the result of the unjustifiable prices obtained by the 
“ring ” from their customers in the home market. 


It is a mere detail, but worthy of note, that whilst 
Mr. Quigley here claims on behalf of British manu- 
facturers that “‘ the British product justifies itself at 
prices even 40 per cent. above those quoted by its 
Continental competitor,” the Association itself places 
its clam much higher, viz. : at 80 per cent. (see p. 37). 
Nothing could better illustrate the utter recklessness 
with which the propaganda of the British manu- 
facturers is conducted. It is no light matter, however, 
that one of our greatest industries should find it 
necessary to resort to such methods in order to maintain 
its profits, and incidentally hold up to public ridicule 
and contempt the committees and engineers of some 
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of the most important municipalities in the country 
who have advised their Councils to decline to accede 
to the price conditions imposed by them. 


The brochure under discussion containing the 
unwarrantable attacks upon the Corporations of Edin- 
burgh, York, Newport and Leicester, was issued in 
February 1928. The unanswerable replies of Edin- 
burgh, York and Newport appeared in the Technical 
and other press immediately afterwards (as I have 
already shown) and yet, within a few weeks of their 
appearance, the Chief Economist of the Manufacturers’ 
Association makes similar assertions and gets them 
accepted in the most widely circulated daily paper in 
the country, ‘‘ without question.” 
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THE CASE OF THE MUNICIPALITIES. 


(5) LEICESTER. 


It was, of course, too early for the authors of the 
Association’s propaganda to furnish their readers with 
any figures relating to the performance of Swiss plant 
at Leicester which only came into actual service in 
December, 1927. 


I think it is perfectly natural that members of the 
Electricity Committee and of the Council should have 
been somewhat disturbed in their minds regarding 
the statements made. 


It was not enough to assure them that those state- 
ments were mere propaganda prepared and circulated in 
the interests of manufacturers, without any regard for 
accuracy. 


We therefore instructed Mr. W. M. Selvey, the 
highest independent authority in the country on steam 
turbine performance, to carry out tests on the 18,750 
k.w. Turbo-Alternator installed for us by a Swiss firm 
of manufacturers as related in a previous chapter, to 
ascertain whether the guarantees as to steam con- 
sumption had been satisfied. 


These tests occupied three whole days. They were 
carried out with the meticulous care and exactitude 
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for which Mr. Selvey bears so high a reputation—so 
high, indeed, that no one would dare to question the 
conclusions arrived at and certified by him. 


Mr. Selvey’s Report indicates that the Turbo- 
Alternator of the Oerlikon Company has fulfilled its 
guarantees, the steam consumption being within the 
margin of tolerance. He adds,—‘‘ The results of the 
complete plant are good. With regard to the Turbine, 
disregarding the comparison with the guarantee, and 
considering the results on their merits, we find that 
without constituting any record they rank very high 
amongst machines we have tested.” 


That concludes the replies of the various local 
authorities attacked by the Association in the brochure 
entitled ‘ Foreign Plant in British Power Stations : 
The Case for Support of National Production.” 
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THE INCORPORATED MUNICIPAL 
ELECTRICAL ASSOCIATION. 


I am aware that the accuracy of certain figures 
contained in the brochure was questioned by the 
Council of the Incorporated Municipal Electrical 
Association, who took the matter up officially with 
the British Electrical and Allied Manufacturers’ 
Association. 


It was shewn that the conclusions arrived at must 
have been based not only on lack of local knowledge, 
but also on omission to take into account all essential 
factors affecting the particular cases and that, under 
such circumstances, the comparisons were valueless. 


The Association having considered these facts as 
put before them, agreed with the view of the Council 
and have withdrawn the brochure. 


My readers will judge for themselves of the extent 
of the publicity of this announcement, which appeared 
in the official “‘ Report to Members ”’ of the Incor- 
porated Municipal Electrical Association for April, 
1928, the first line of which on the first page reads 
““The contents of this publication are not to be 
reprinted without permission,’ as is customary in 
all reports of the Association. 
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Municipal Corporations have not yet found it 
necessary to maintain costly organisations for the 
purpose of combating trade propaganda when directed 
against ratepayers’ interests, and the only public 
announcement I have seen of this incident appeared 
in The Scotsman of 26th June, 1928, and was first 
brought to my notice in September last. 


** A letter from the hon. secretary of the Incorporated 
‘“* Municipal Electrical Association was submitted to 
“the Electricity Committee of Edinburgh Town 
“* Council yesterday regarding certain statements which 
‘““ appeared in a publication by the British Electrical 
*‘ and Allied Manufacturers’ Association (Inc.) entitled 
“** Foreign Plant in British Power Stations—The Case 
“for Support of National Production.” The com- 
** munication from the I.M.E.A. pointed out that this 
“pamphlet contained statements regarding certain 
** municipal electricity undertakings which were found 
“to be based on incomplete data, and consequently a 
“wrong impression was created in the minds of the 
** public. 


“The Council of the I.M.E.A. made representations 
‘to the Manufacturers’ Association, and as a result 
“they expressed their regret and withdrew the pub- 
** lication from circulation. 


‘*The B.E.A.M.A. have further stated that, to 
** prevent the possibility of a similar occurrence arising 
** in the future, the I.M.E.A. will be consulted before 
‘any publication which might possibly adversely 
“* affect their members is issued. 


““In a Report by the Edinburgh City Chamberlain 
““and the Engineer and Manager of the Electricity 
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** Supply Department issued some time ago regarding 
“the pamphlet, they stated most emphatically that 
‘** Edinburgh Corporation had not lost by the purchase 
*‘ of Swiss Plant.” 


A few thoughts at once arise in one’s mind on 
reading these interesting facts. How many copies of 
the brochure were actually circulated and to whom? 
How many were withdrawn from circulation? and, 
further, was the expression of regret and withdrawal 
ever notified to the general press, to whom the brochure 
had been circulated? Subsequent events also show 
the extent to which the undertaking given to the 
I.M.E.A. has been observed. 


I cannot help venturing the opinion that the Council 
of the Incorporated Municipal Electrical Association 
will, in the future, find it necessary to stiffen its back 
in regard to these and other matters affecting this 
great industry. 


But the propaganda still continues. Only as recently 
as last November a new turbo-alternator in one of 
our super-power stations in the Midlands was officially 
started up by Sir Andrew Duncan, Chairman of the 
Central Electricity Board. 


On November 23rd, The Nottingham Fournal gave 
prominence to an article “‘ from its own Correspondent ” 
in London, who had, apparently, been accorded an 
interview with Mr. Hugh Quigley, Chief Economist 
to the Association. 
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Speaking of the economies due to recent power 
station practice and the higher efficiency of plant 
generally, this gentleman makes the ludricrous claim 
that “‘ These economies constitute a real bonus given 
to the supply industry by the electrical manufacturers. 
It is difficult to express them in capital values, but 
they cannot be less than £30,000,000.”’ 


If Mr. Hugh Quigley’s calculations enjoy the same 
measure of accuracy as was the case with the authors 
of the brochure I am dealing with, their value should 
be correctly appreciated by my readers. 


A still more recent example of the subtle penetration 
of British manufacturers’ propaganda came to my 
notice in January this year. 


Arising, I believe, out of some London County 
Council Contracts for Housing, The Datly Mail has 
conducted a vigorous campaign, having for its object 
the inclusion, in all contracts with municipal bodies, 
of a clause requiring the use of British materials. 


Something induced the Editor of The Daily Mail 
to extend his argument in favour of electrical machinery 
being brought within the same embargo, but when I 
read a leading article in its issue of January 16th, under 
the heading “‘ Let us have Common Sense,” the illus- 
tration used seemed strangely familiar. It reads :-— 

“No doubt there are still a few people about with 
*‘ nineteenth century ideas who defend the doctrine of 


“buying always in the cheapest market, without 
“taking the grave consequences into account. But 


72 


Chap. IV. The Incorporated Munictpal Electrical Association 


“the number of such thinkers is fast diminishing, as 
“the world has been completely transformed since 
“the war.” 


“When a contract which might have been given to 
“‘a British firm goes abroad British labour is displaced 
“‘ and forced to take the dole. Thus last year a contract 
“for electrical machinery went abroad because the 
** foreign price was a little lower than the British figure. 
““ But whereas some thousands were nominally saved 
“on a total of £180,000, £40,000 had to be paid in 
“doles to the British workers who were left without 
“work. Thus im the end the foreign electrical machinery 
“‘ proved a very dear investment.” 


Where had I seen those figures before, and heard 
those arguments? Surely the Editor of The Daily 
Mail could not have been so easily gulled into relying 
upon figures that had appeared twelve months ago in 
the propaganda of the British Electrical and Allied 
Manufacturers’ Association, Incorporated, in a brochure 
since condemned, and withdrawn from circulation ? 
Was it possible for Northcliffe House (with all its 
ramifications for reliability) to fall such an easy victim 
to the publicists of Kingsway ? 


There are many strange things in journalism, but 

I will leave my readers to form their own conclusions 
after they have read what I found in the brochure 
upon which there has already been so much to say :— 
‘As an illustration of the widespread attitude 

“‘ towards prices quoted by British manufacturers, we 


““may take the case of a local authority, which, con- 
“fronted with two tenders for generating plant—one 
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‘* for £220,000 quoted by a British manufacturer and 
‘“‘ one of £180,000 quoted by a Swiss manufacturer— 
“* decided to accept the latte: at a total nominal saving 
‘of £40,000. The British tender represented £40,000 
‘*in wages in the electrical industry alone, but, in- 
‘cluding other industries feeding into it, the real 
total was about £110,000, sufficient to have main- 
tained 800 men in employment throughout the year. 
As 1t 1s, through lack of this order, at least £40,000 
was paid out in unemployment allowances during 
the period in question. From the national point of 
view, therefore, there was no saving whatever in 
acceptance of the Swiss tender, and, in addition, the 
equivalent of 800 men was added to the total of 
unemployed in Britain during one year.” 


a 


ce 


€ 


e 


c¢ 


c 


n 


“ 
na 


Cat 
“ 


€ 


nw 


Let us, by all means, have common sense, but let 
us be sure of our facts. 


These are the facts, as given by The Times’ Labour 
Correspondent (January I9th, 1929) :— 


‘““ It is made known in the review of employment, 
‘* wages, cost of living, and trade disputes in 1928 that 
‘* appears 1n the current issue of the Minzstry of Labour 
‘** Gazette, that the sudden and disappointing increase 
‘‘of unemployment which occurred in the second 
‘“‘ quarter of the year was not due to a general decline 
*‘of trade, but was confined almost entirely to six 
‘industries. These industries were coalmining, ship- 
*‘ building and ship-repairing, the cotton, woollen and 
‘** worsted, and linen textile industries, and boot and 
*“shoe manufacture. The seasonal increase of un- 
*“employment in the second half of the year was no 
** more than usual, and was rather less than in 1927.” 


CHAPTER V, 


MANUFACTURERS’ REAL AIM. 


No one can complain of propaganda properly 
directed, but when certain statements are persisted in 
even after withdrawal, it is difficult to imagine anything 
more reprehensible. 


The Association’s quarterly “Trade Survey” issued 
in December last (seven shillings and sixpence net), 
prepared by ‘“‘ The Economic and Statistical Depart- 
ment,” contazns a highly coloured chapter entitled 
“Power Station Efficiency,” in which occurs the 
following two paragraphs :— 


“The returns for the year ending March, 1928, 
““ constitute a triumphant vindication of the policy 
““which has been pursued by supply undertakings 
** buying on a quality and efficiency basis rather than on 
“price with the determination to adopt the lowest 
“tender sent in” (p. 37). 

And, 

“The supply industry has, thereforc, the best of 
“* both possible worlds, and, in view of the remarkable 
“results obtained in post-war generating stations 
** equipped by British firms, it has been an exceedingly 
‘* profitable transaction for them to give preference to 
“ British plant over foreign, even at a higher cost ” 
“(p. 34). 
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These statements are indefensible on two grounds. 
The first is that they are untrue, and the second 1s that 
they could only be directed at those municipal cor- 
porations against whom similar wild and inaccurate 
accusations have been previously made and withdrawn. 


The real aim of the Manufacturers is, however, more 
clearly shown in the Association’s same “ Trade 
Survey,” which states :—‘ 


ce 


. . . there has been an actual decline in orders 

(placed for heavy electrical plant, but this decline has 
“‘ been made good by the virtual elimination of foreign 
“competition. The percentage of the total business 
“enjoyed by foreign firms has now actually fallen to 
“slightly more than 1 per cent. This in itself is 
‘* sufficient tribute to the efficiency and excellence of 
“the British product” (p. 29). 


Having virtually eliminated foreign competition we 
have probably again arrived at the stage indicated by 
Mr. Hugh Quigley, to which I referred in Chapter I. 
(p. 10), where he expresses the view that a price fixing 
association “‘ may only function effectively in industries 
possessing a monopoly in the home market. .. .” 


But to say “‘ This, in itself, is sufficient tribute to 
the efficiency and excellence of the British product,” 
is untrue, as in no instance that has come to my know- 
ledge have the guarantees given by Swiss makers not 
been achieved. On the contrary, the actual guarantees 
have been better than those of British manufacturers, 
and under penalties equally as stringent for failure to 


accomplish them. 
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I must, however, again insist that neither the 
efficiency nor the excellence of the British product 
are in question. It is the prices and the fantastic 
claims of the British manufacturers that are challenged. 


The real effect of those prices upon the economic 
position of the industry is not fully realised. It is 
imperative that the position should be brought home 
to the public, to the manufacturers themselves, and 
to those responsible for the purchase in the near future, 
of large generating sets to take over the “ load” now 
being supplied by obsolete plant, and to meet the 
rapidly growing demands for electricity under the 
national scheme. 


These details are considered in Chapter VII. 


I have not yet finished with our quondam pro- 
pagandists who further state in their brochure (with 
the anonymous plurality of editorial wisdom) :— 


‘‘ We cannot criticise the engineers in charge of 
“‘ power stations owned by these corporations, since 
“‘ the responsibility for the placing of orders abroad lies 
“with the Electricity Committee appointed by the 
** Town Council, which makes its recommendations in 
“turn through the latter.” 


They do not, apparently, appreciate the extent to 
which engineers are actually responsible for the present 
position. It may be that some engineers have been 
more ready to please than to advise or press their views. 
At all events, there can be no doubt whatever that 
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electricity committees are entirely in the hands of their 
technical advisers in regard to the purchase of plant 
whether those advisers are their own engineers or 
consultants. The most that can be said is that respon- 
sibility is divided, and it would take a very strong 
committee to make any recommendation to a Council 
that had not the unqualified support of its technical 
advisers. There are sometimes purely local con- 
siderations for placing certain orders, but I cannot 
help thinking that this divided responsibility is one of 
the causes of the present very unfavourable position 
of most of the municipally owned undertakings. 


Committees differ so much in personnel and capacity, 
and owing to the elective element in their composition 
they are continually changing. This element is very 
harmful to continuity of management, and these huge 
businesses are bound to suffer as a consequence. 


Specific knowledge upon this aspect of the matter 
would be very difficult to obtain, but 1t must have been 
a shock to many when they read the recent report of 
a firm of Consulting Engineers on an Electricity 
Undertaking in the North of England :— 


*“ We venture to think that the weakness of the 
“‘ present position lies in the administration. We find 
“the Electricity Committee consists of 22 members, 
** and the time allotted to its meetings is only 15 minutes 
** per month. 


“It is obvious that in such circumstances the Com- 
** mittee can have no real knowledge of or control over 


a) 
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“the work of the department. An intricate trading 
** department like a Municipal Electricity Undertaking 
““can best be carried on by a small Committee with 
** full executive powers and independent of the Council, 
““except annually when re-elected—or changed—and 
‘““ except on matters involving more than a specified 
“* capital outlay.”’ 

These questions, of course, strike at the very roots 
of democratic local government, and would open up 
wide discussion and difference of opinion. I do not 
propose to enter upon those questions here, but the 
unqualified view expressed by a firm of consulting 
engineers after thorough investigations is somewhat 
disquieting and throws a vivid light upon one aspect 
of the matter that certainly calls for investigation. 


Another phase of this particular aspect became 
manifest in the case of Stockport during the early 
part of last year. The facts may be very briefly stated, 
though not very edifying. 


On February Ist, 1928, the Stockport Town Council 
decided to accept a tender of £34,307 by a Swiss firm 
for a 20,000 kilowatt turbo-generator. The British 
tenders considered varied from £52,220 to £60,815. 
I am indebted to The Electrical Review (February 10th, 
p. 235) for the following account of the meeting :— 


STOCKPORT ACCEPTS A SWISS TENDER. 


“In moving the adoption of the Electricity Com- 
** mittee’s recommendation, the chairman of the Com- 
““ mittee pointed to the wide differences between the 
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‘* British and Swiss tenders, and said that the Committee 
** would have liked to have awarded the contract to a 
‘* British firm, even if the price had been three or four 
“thousand pounds higher. British firms, however, 
“had not come down to rock-bottom prices, and the 
‘* Corporation had to consider the ratepayers. A 
*“* number of members of the Council refused to support 
““the recommendation, and it was suggested that 
** negotiations should be carried out with British firms 
“ before any tender was accepted. Eventually, however, 
‘the proposal was approved, 32 voting for it and 26 
** against. 

““In a statement issued to the Press on February 
“2nd, Mr. D. N. Dunlop, director of the British 
** Electrical and Allied Manufacturers’ Association, 
“* said that it had been hoped that the recent legislation 
“would provide increased employment for British 
“labour in the extension of generating stations. It 
““ was found, however, that supply undertakings were 
“using their privileged position to purchase foreign 
*‘ plant and endeavour to force British prices down to 
“a Continental level; the national scheme was in 
““ danger of becoming a happy hunting ground for the 
“retailers of foreign plant. The Stockport Council 
“had ignored an offer by the B.E.A.M.A. to treat 
“further in the matter. It was maintained that 
“ British plant, on an efficiency basis, justified itself at 
““ a price 80 per cent. above that of foreign plant, quite 
“‘ apart from all considerations of employment, national 
“* production, and taxation. ‘‘We believe the time has 
“come for the public to demand an inquiry into the 
“‘ circumstances under which corporations like Edin- 
“burgh, Stockport, Newport (Mon.), York, and 
*““ Stepney have placed orders for generating plant 
“abroad. The British manufacturer has nothing to 
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“fear from such an inquiry: he believes that the 
“interests of the consumer, the ratepayer, and the 
“* nation are not being served by such a policy, and that 
“the loss to the nation, material and moral, incurred 
“by using the national scheme merely to purchase 
“foreign plant will be such as to endanger the whole 
“future of electricity supply in this country.” 

“In a rejoinder to this statement, Alderman M. 
““ McGregor, Stockport, alleges that the National 
** Scheme is being used by the manufacturers ‘as a 
“cloak to extract large sums of money out of the 
““ pockets of the already hard-hit and overtaxed British 
““ taxpayer.’ He asks if the Association’s offer to 
““ negotiate did not imply that the British firm’s tenders 
“* were inflated, and that if there had not been foreign 
“* competition the prices would have been insisted upon. 
“The alderman says that the Stockport Council is 
“thoroughly patriotic, but cannot throw away the 
“‘ ratepayers’ money. He, too, states that he would 
“* welcome a public inquiry.” 

On February the 9th, the brochure “‘ Foreign Plant 
in British Power Stations, &c.,”” was broadcast by the 
British Electrical and Allied Manufacturers’ Association. 
With a majority of 6 in a Council of §8 present 
and voting the object would be achieved if a few 
more votes could only be deflected. The brochure 
received an unusual amount of publicity at the hands 
of the daily press. There was an equally unusual 
sequel. On February the 15th the Stockport Council 
held a Special Meeting (at whose instigation I am unable 
to say) and, by a majority of two, rescinded their 
previous resolution. The nearest British tender had 


been reduced by £10,000 ! ! 
SI 


The Econonuc Effects of Monopoly on British Power Stations 


On February 27th another Special Meeting of the 
Council was held further to reconsider the question, 
and, after a long discussion, it was resolved, by a 
majority of one, to accept the Swiss tender on the 
original specifications. 


Alderman Royle, who moved the resolution, said, 
““We shall soon lose our reputation as an industrial 
nation if foreign countries who buy a great deal of 
British-made machinery treat us as some of the Council 
are out to treat the Swiss firm.” 


‘Alderman Sir Thomas Rowbotham said the Swiss 
firm had dealt with the Council in a straightforward 
and honourable manner, and the Council must in 
honour and justice accept their tender. Sir Thomas 
Rowbotham at the earlier meeting of the Council, 
when the Swiss tender was rejected, resigned his 
position from the Council in protest, but a few days 
later he was persuaded by his colleagues to withdraw 
his resignation.”’ (Liverpool Echo, February 28th, 1928.) 


Be it far from me to make comment upon this 
incident. Every Council responsible for the manage- 
ment of an electricity undertaking is subject to precisely 
the same forces of prejudice, caprice, lack of knowledge, 
political and other influences. The amazing thing is 
that the country should continue to tolerate such an 
appalling state of affairs in connection with an industry 
upon which its future prosperity depends, and in 
connection with which the elimination of waste and 
inefficiency is an essential to national existence. 
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MANUFACTURERS’ ANOMALOUS POSITION 
IN HOME AND FOREIGN MARKETS. 


Most people will agree that every effort on the 
part of manufacturers to increase our export trade 
must be made if we are to exist as a nation. 


Indeed, it is claimed by the British manufacturers 
that the electrical industry is one of the biightest 
spots in the ever diminishing exports of the country, 
and the progress made by the electrical industry is 
held up as an example to be emulated by others. 


It is said that in 1913 Germany exported {15,888,000 
worth of electrical goods or 48.3 per cent. of the 
total exports from the five main countries—Great 
Britain, Germany, United States, France, Switzerland. 
Great Britain’s percentage was 23.4, with a total 
value of £7,676,000. 


Last year (says Mr. Cecil Chisholm in Business for 
May, 1928) :— 


** Our electrical industry secured £18,800,000 worth 
“of business, compared with Germany’s £18,475,000 
“worth. On this occasion British business repre- 
“sented 31.2 per cent. of the exports from all five 
** countries. If all our industries were as efficiently 
** run as the electrical, Great Britain might rival America 
“in her prosperity.” 
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It may be said that if all our industries had been 
conducted as our electrical industry has been con- 
ducted nothing could save us from taking our place 
industrially as a third-rate nation. 


It is, unfortunately, unnecessary to look for further 
proof of this than to the utterances of some of the 
leaders of the industry themselves, who, in their 
individual capacities appear to be under no delusions 
on the matter. 


Addressing the Shareholders of one of the great 
companies engaged in the business, Mr. P. J. Pybus 
made the following statement :— 


“Regarding the results of the year’s trading, the 
‘““ continued existence of fierce unbridled competition 
““ for export work has also been a disquieting feature 
“of the year. Every one in the heavy electrical in- 
‘dustry has felt it. Not only our own company, but 
‘“‘ other British companies engaged in the manufacture 
“of heavy electrical plant, starting with the laudible 
‘* object of defeating the foreigner, have too often found 
“themselves defeating one another 1n a race for extra 
‘*‘ output as a corrective for low prices. Competition 
““in the heavy electrical industry has been carried to 
*“‘ a point of wastefulness, and is, from a national point 
‘* of view, a costly rivalry. This is generally recognised, 
“and it is to be hoped that some arrangement will be 
““made by which the destructive internecine competi- 
“tion between the principal companies engaged in the 
“heavy trade for foreign work can be reduced. It 
“needs but a small percentage on the selling prices of 
“our invoices for export—certainly not more than 
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“3 per cent.—to change entirely the result of a year’s 
““ trading and to put the heavy business on to a reason- 
‘ably sound footing.” * 


Mr. E. Garcke, Chairman of the Brush Electrical 
Engineering Company Ltd., at the 38th Annual General 
Meeting of that company, threw rather a different light 
upon the matter :— 


‘<The intense competition to which I have made 
““ reference at previous meetings does not as yet show 
*‘ any signs of slackening. ‘This applies particularly to 
“* overseas contracts. One of our correspondents writes 
“to us from abroad: ‘ There is not the slightest doubt 
“that competition in your class of manufactures is 
“extremely fierce. In fact, it seems to me that it is 
““not so much the small profit that is made as the 
“ greatest loss that manufacturers are prepared to face.’ 
“I need not assure the shareholders that we have no 
“mtention whatever of joining in this suicidal com- 
““ petition to the extent of carrying out orders without 
““a moderate profit, or as, some firms are doing, at a 
“ruinous loss; and in giving the shareholders this 
“assurance of our policy to insist upon a moderate 
“* profit, we hope on the other hand that the shareholders 
“‘ will give this policy their support. It seems to us to 
** be better business to reduce the output and bear the 
“consequent higher ratio of standing charges than to 
** take orders with attendant risks and with the certainty 
*“‘ of losing money, in addition to carrying the standing 
“* charges.” + 


*Eighth Annual General Meeting of the English Electric Coy. Ltd., 
The Times, March 31st, 1927. 
+The Times, May 24th, 1927. 
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The great municipalities who are responsible for the 
generation of approximately two-thirds of the electricity 
used in the country have paid the piper, but the 
manufacturers have called the tune. 


The interests of the manufacturers of plant with 
a few millions of capital at stake (as has been seen they 
can almost be counted on the fingers of one hand) 
are scarcely comparable with the magnitude of the 
interests of the “‘supply”’ side of the industry and the 
vast manufacturing and domestic interests it serves. 


At the end of 1921-22 the total expenditure charged 
to capital account by authorised undertakers amounted 
to £143,716,260. This was increased by the end of 
1925-26 io £217,038,306, representing an expenditure 
of £73,322,046 in the course of four years, or an 
average yearly expenditure of over £18,330,000.* 


It is estimated by Sir John Snell, Chairman of the 
Electricity Commission, that this expenditure will grow 
to the huge total of £400,000,000 within the next 
I2 years or so. (The Times Trade and Engineering 
Supplement, February 25th, 1928.) 


It cannot be disputed that in spite of general activity 
in the industry during the last ten years, one or two 
of the companies engaged in the manufacture of heavy 
electrical plant have done badly, but it is equally true 
that the remainder have made very substantial profits. 
Those engaged in the manufacture of boiler plant have 


*Seventh Annual Report of the Electricity Commissioners. 
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done even better as is evidenced by the dividends paid 
and the present market value of their shares. 


When the fusion of interests between the Metro- 
politan-Vickers Electrical Company Ltd. and The 
British —Thomson-Houston Company was announced, 
Mr. Frank Dudley Docker (who had secured control of 
the former concern) in an interview with the City 
Editor of The Daily Mail, said that— 

** Foreign competition from Germany, Switzerland, 
‘* and America leaves very little scope for British firms 
“‘ under present conditions, and that little has to be 
‘* undertaken at hopelessly unremunerative prices. My 
“* view is to bring about the closest possible association, 
‘short of amalgamation, between the biggest British 
“‘ firms, so that we can agree to cut out competition 
“between ourselves and reduce the immense sum 
“* spent yearly by each under such heads as research, 
“*sales organisations and preparation of tenders. I 
“** propose putting these views immediately before the 
“firms concerned. If they accept my ideas I believe 
‘*we can reduce selling prices and increase profits.” 
** February 22nd, 1928.) 


Here, then, we have the kernel of the matter. 


And in the meantime the prices paid by municipal 
undertakings at home have been, on the average, 
fifty per cent. greater than the prices at which our 
British manufacturers have been supplying simular 
plant to overseas purchasers. Prices at which foreign 
manufacturers themselves have been unable to compete. 


I make no attempt to reconcile the conflicting views 
of these gentlemen on such vital matters concerning 
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the conduct of their own businesses. When placed in 
juxta-position their pronouncements form curious 
reading and make one really wonder where the truth 
is actually to be found. 


Within three months of Mr. Frank Dudley Docker’s 
statements we saw other views being expressed by the 
Chairman of the same organisation, Major-General Sir 
Philip Nash, K.C.M.G., C.B., M.I.C.E., M.I.E.E., 
M.Inst.T., at the Twenty-eighth Annual General 
Meeting of the Metropolitan-Vickers Electrical Com- 
pany Limited. (The Times, March 17th, 1928). 


After referring to the changes in control, directorate 
and management, Sir Philip Nash said :— 


“The present order book consists of about equal 
“‘ proportions of home and export business, and at this 
“* stage I would like to make some considered remarks 
“on the conditions obtaining both in the home and 
** the export markets. 


“‘ Conditions in the home market have for some time 
““ now been what I would describe as subnormal, i.e., 
“‘ the demand for heavy electrical plant has been below 
“normal, principally owing to the hold up of power- 
“house development in the country, inevitable during 
“the stages of consideration and discussion of the 
“ Electricity Supply Act, which came into force in the 
“middle of last year. Under this Act the Central 
‘* Electricity Board was set up charged with the task of 
““ preparing and bringing into operation what in a few 
“words may be described as a national programme of 
“development of electricity in Great Britain. Now 
“that the Central Electricity Board is at work the 
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“demand for heavy plant is bound to improve, but 
““time must be allowed for this body to launch their 
*“schemes and bring them into being ........ 
‘** The demand in the home market, which undoubtedly 
*‘is developing, has, unfortunately attracted increased 
““and severe foreign competition, and there is no 
“‘ disguising the fact that since I last addressed you a 
‘year ago there has been a marked reduction in the 
‘“‘ average selling prices of electrical products in this 
“* country. 


“This severe foreign competition in our home 
‘market not only has the effect of depressing selling 
* prices in this country and diminishing what for some 
‘“‘ years have in any case been inadequate profits in the 
‘industry, but it has another effect which 1s equally 
“ serious, in that if continued it will reduce the ability 
“‘ of the British electrical manufacturers to obtain their 
‘““ share of the overseas market........ 


“Due to the Central Electricity Board’s activites, 
“and to the developments undertaken by the more 
“‘ progressive municipalities and power companies to 
““ meet the growing demand, the most highly developed 
“‘ plant is now being called for. British manufacturers 
““ who have had the enterprise in the past to develop 
“this class of plant in the face of world competition 
‘“‘ are now threatened with a loss of the results of such 
“enterprise by foreign manufacturers selling this plant 
‘in Great Britain at what would appear to be dumping 
“* prices. 

*“* Again, as I have indicated above, the British manu- 
“‘ facturer like your company has to depend, in order 
“to maintain an economic load in his factories, on 
*‘ obtaining at least 50 per cent. of it in the overseas 
“market. Any additional handicap added to the 
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‘“‘ already great difficulties and intense competition at 
‘* present existing tends to reduce the volume of work 
‘* obtained, and it is only by ensuring volume of work 
“that the British manufacturer can hope to keep 
** production costs down. If volume cannot be obtained 
“the British manufacturer will be unable to maintain 
‘even the present level of selling prices in the home 
‘*‘ market, much less to reduce them.” 

It must be remembered that these are the “ con- 
sidered remarks ” of one in a position to speak, and 
to whose utterances due weight must be given. Will 
they bear analysis ? 


According to Mr. Garcke they won’t. And he is 
in equally as good and probably a much better position 
to speak. 


We must leave these gentlemen to settle their own 
differences of opinion. It is much more to the point, 
from the national aspect, to ascertain, if at all possible, 
what they have been doing, and prevent repetition. 


Very few people will believe that a meagre five per 
cent. of the home demand secured by foreigners (and 
in every case I believe Swiss), now reduced, on the 
manufacturers own showing, to one per cent., could 
have had the effect indicated by Sir Philip Nash. I 
suppose the “‘ additional handicap ”’ to which he referred 
was the fact that a few municipalities had, at long last, 
refused to be mulcted to the extent of fifty per cent. 
or more for plant which the British manufacturers have 
been selling in overseas markets, and at prices with 
which foreigners could not themselves compete ? 
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It is an exceedingly difficult matter to ascertain 
what prices have actually been paid, as specific in- 
formation is seldom forthcoming. But I am in a 
position to give one notable illustration, for which I 
am indebted to the Electrical Times of July 19th, 1928, 
Pp. 95, in which information was published regarding 
a contract for the Municipality of Johannesburg :— 

“‘ Fifty-seven tenders were received for the supply 
‘‘ and erection of two 10,000 k.w. turbo-generating sets. 
** Provision is also made 1n the specification for a third 
“set to be purchased if desired at any time within 
‘““ 12 months from the date of acceptance of the two 
‘* sets now called for. The General Electric Company 
“put in 24 tenders. 


“The quotations were as follows :— 


British General Electric Co. 
ranging from £45,640 to £56,864 
H. Allers Hankey Ltd. for Skoda Works Ltd... £48,450 


PR iiasde Sia ewe Wee Ra S eee Ea eke eS £54274 
Metropolitan-Vickers Electrical Export Co., 
7 tenders .... ... ranging from £54,274 to £68,400 


Wuson & Herd, 4 tenders for British Thomson- 
Houston machines, ranging trom £55,842 to £57,822 


F, A. Hughes & Co. (Bergman-Electric)........ £579445 
Reunert & Lenz (Belliss & Morcom) £60,870 and £61,970 
English Eléctric: ‘Cos, tsicecdun- scaskewwaem ase £61,750 


Saaler & Franks Ltd. (Escher Wyss & Co ) 
£59:345 to £62,479 


O. Thaning (Brown-Boverl) ....... 1... ..eees £62,2c0 
O. Thaning (Richardson Westgarth, Brown-Boveri) £67,6c0 
A. & G. E. Ltd. (Peter Brotherhood Ltd.) .... £63,395 


Hubert Davies & Co. (Escher Wyss & Co.) 
£65,243 and £62,281 


Blane & Co. (Brush-Ljunstrom) .............. £73,200 
Gy Ac Parsons: 3.6 sss sanshedendiae eeeee £78,600 
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*“‘ There were also several tenders for parts of plant 
“only. The Committee reports that in the case of 
“‘ the tenders of the British General Electric Company, 
“the steam turbines are in every case those manu- 
“‘factured by Fraser & Chalmers, and the alternators 
“by the General Electric Company. It is recom- 
““ mended that the tender of the British General Electric 
“Company be accepted, with Fraser & Chalmers 
“standard turbos ; General Electric Company, alter- 
“nators; and Worthington-Simpson condensers, at 
‘a cost of £45,530.” 


This price works out at {2 §s. 6d. per k.w., and 
it is to be presumed includes all costs of transport 
and erection in Johannesburg—not an inconsiderable 
sum. 


How many municipal corporations in this country 
have been able to obtain from British manufacturers 
prices for similar plant at anything approaching this 
figure ? 


It is true that as the result of its action in 1926 (as 
has been shown in Chapter II.) the City of Leicester 
purchased from British makers in May last, in connec- 
tion with a contract for £413,000 for extensions to its 
Central Generating Station (a “selected” station 
under the Electricity Commissioners Central England 
Scheme) a 25,000 k.w. (M.C.R.) turbo-generator, in- 
cluding condenser, at the price of £49,006, which works 
out at £1 18s. 6d. per k.w. capacity. 
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I believe, upon this particular occasion, the British 
Electrical and Allied Manufacturers’ Association entirely 
suspended its “‘ price making” arrangements. The 
manufacturers had already experienced the calibre of 
the Leicester City Council, and were aware that it 
would be impossible to stampede that body into paying 
their fancy prices. 


Even at that figure the price was 3$ per cent. higher 
than the best Swiss tender. 


In view of subsequent events (and the very obvious 
intention of the British manufacturers to adhere to 
or to re-establish their ‘‘ price ring,”’) I am not at all 
sure that our best interests—and for that matter, the 
best interests of the country—would not have been 
better served if the order had been placed with Swiss 
makers. On service and performance of the 18,750 K.w. 
turbo-alternator previously purchased, we certainly 
ought to have done so. 


Within almost a month of this contract being placed, 
it was announced that the Leeds Corporation Electricity 
Committee decided to recommend to the City Council 
to accept the tender of the British Thomson-Houston 
Co. Ltd. for the equipment of the new Power Station 
at Kirkstall, for two turbo-alternators of 25,000 K.w. 
each. The contract amounted to £176,504. It was 
not the lowest tender received, and it was said to have 
been secured in the face of strenuous Continental 
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competition. The price works out at £3 Is. od. per 
K.w. capacity. 


It would be interesting to know what prices were 
actually quoted by Continental makers. 


But it would be still more interesting to ascertain 
how it was that the City of Leicester was able to purchase 
from British makers a generating set of 25,000 k.w.’s, 
including condensers, for £49,006, whilst at the same 
time the Leeds Corporation purchased from other 
British manufacturers two sets of 25,000 K.w.’s, in- 
cluding condensers, for £176,504, “in the face of 
strenuous Continental competition,” a price, judged 
by kilowatt capacity, a great deal higher than the 
Johannesburg Municipality paid to the British General 
Electric Company for two sets of 10,000 K.w.’s, not- 
withstanding all the transport charges—a contract for 
which the Skoda Works Ltd. of Czecho-Slovakia, 
required nearly £3,000 more, and Swiss firms over 
£16,000. 


The amusing thing is that the suggestion is appar- 
ently made that these companies are on their last legs 
if prices are not maintained in the home markets. 


Under these circumstances one would naturally 
expect to find that the General Electric Co., for instance, 
would be almost in a state of liquidation. 


But what are the facts. Again, I am indebted to 
The Times* for the following :— 


*The Times, City Notes, June 25th,1928. st” 
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** GENERAL ELECTRIC PROSPERITY. 


“The latest accounts of the General Electric Com- 
“‘ pany reveal a gratifying state of affairs. This under- 
“taking, which now has a balance sheet total of 
*““ £12,716,000, is engaged as contractors for and 
“* manufacturers of a wide variety of electrical machinery 
“and every kind of electrical accessory. Its trade 
“investments cover nine manufacturing companies, 
“six trading companies concerned with business 1n 
“various oversea countries, and electricity supply 
““companies serving Frinton-on-Sea, Maccesfield, and 
““ Madeira. Gross profits in the year ended March 
“31st last amount to £1,057,867 ; this compares with 
** £1,030,853 for 1926-27, and is within about £20,000 of 
*“‘ the ‘ record ’ total reached in 1925-26. After deduct- 
“ing Debenture interest (£229,190) and depreciation 
“* (£195,433), the net revenue works out at the equivalent 
“ of nearly 17 per cent. on the Ordinary capital, and the 
“board have decided to raise the dividend from 73 to 
“10 per cent. Results in the past three years are 
““ compared in the following table : 


Year ended March 31. 


| 1928. | 1927. | 1926 
£ £ 


£ 
633,244 | 602,726 | 645,935 





Net profit 
Brought forward | 333,982 310,623 214,255 
Available .. .-| 967,226 913,349 860,190 
Preference dividends 64 
and 7 per cent. ..| 252,000 252,000 252,000 
Ordinary dividend ..| 225,365 169,023 160,648 
(10%) (73% (73%) 
To reserve, &c... . | 51,405 158,344 136,919 
Carried forward ..| 338,456 333,982 | 310,623 


| 
SE 


“The current dividend is the highest paid by the 
** company since 1921. 
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‘© A STRONG BALANCE SHEET. 


“‘ It is stated in the report that thanks to the absence 
‘“‘of labour troubles it has been possible to keep the 
““ works continuously employed. In heavy engineering 
** the volume of orders was well maintained, both from 
“‘the home and overseas markets, but the prices 
“secured were again unsatisfactory. The demand for 
“* general electrical commodities has shown steady 
“* expansion and has necessitated the acquisition of a 
“new factory in Birmingham. Overseas trade has 
‘““ shown a further increase in volume. The branches 
“‘in India and the Argentine have had a successful 
“* year’s trading, but it 1s stated that in other territories 
** difficult conditions continue. The balance sheet is 
“a very healthy one. Including the latest addition of 
“£130,000, the reserve account now amounts to 
*“ £1,100,000, which compares with an issued capital 
“of £5,853,645 and Debenture Stock amounting to 
** £3,249,600. This stock carries the rather onerous 
““ rate of 7 per cent., but the board has power to redeem 
“the whole outstanding total in or after 1931. Debts 
“* owing to the company amount to £3,155,760, which is 
** considerably in excess of debts owing by the company, 
“which amount to £1,948,907. There are liquid 
“assets amounting to f1,780,000—an increase of 
“* £476,000 on the year. The directors appear to have 
** given reasonable attention to the need of depreciation 
** allowances, and the three items ‘ loose plant, patterns, 
“and sundry utensils,’ ‘ fixtures and installations,’ and 
** * goodwill and patents ’ stand in the accounts for the 
* nominal amount of £1 each.” 


Twelve months ago the Ordinary Shares of this 
Company were quoted at 33s. 6d. During February 
last they were changing hands on the London Stock 
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Exchange at 73s., a capital appreciation of over 100 
per cent. in one year. 


It was announced last month that Contracts amount- 
ing to £500,000 had been secured by the Metropolitan- 
Vickers Electrical Company Limited (The Times, 2nd 
January, 1929.). One was for two 42,000 k.w. turbo- 
generating sets for the Rotterdam Municipality, “‘ and 
was secured in face of Continental competition, after 
a special commission had visited power stations in 
Europe and decided that in all respects of design, 
manufacture, and operation, British-made plant was 
superior.” 

It will be observed that no price is mentioned. 
Nor do I believe has the price appeared in any of the 
technical press. Probably it would be too informative 
or possibly too embarrassing. 


Seeing that it was secured in the face of Continental 
competition one is bound to assume that the British 
price was again considerably less than Continental prices, 
notwithstanding all the additional cost of transport. 


No one would be so foolish as to begrudge a British 
company its success in securing such a notable contract, 
but why have we been unable to obtain these good 
things at home at the same prices ? 


One leading manufacturer has told us :— 
“* “Tf volume cannot be obtained the British manu- 
“‘ facturer will be unable to maintain even the present 
“level of selling prices in the home market, much less 
“to reduce them,’ says Sir Philip Nash. 
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In other words, “go on paying us fifty per cent. 
more than we charge the foreigner, to enable us to 
continue to dissipate the difference in ruinous com- 
petition amongst ourselves—your consumers will pay.” 


They have paid. They must continue to pay. 
But what a price!! That price is shown in the next 


chapter. 
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CHAPTER VII. 


THE ECONOMIC EFFECTS OF MONOPOLY. 


SOME indication has already been given of the 
enormous sums of money expended on the equipment 
of power stations throughout the country. 


It is clear that for many years British manufacturers 
have been supplying plant to British purchasers at 
prices averaging fifty per cent. more than the prices 
they have been charging overseas purchasers. 


The latest Return of Engineering and Financial 
Statistics relating to Authorised Undertakings in 
Great Britain for the year ending 31st March, 1926 
(or 15th May, 1926) for Local Authority Undertakings, 
and 31st December, 1925, for Company Undertakings, 
published by the Electricity Commission in 1928, 
gives the figures and other statistics upon which my 
conclusions as to the economic effects of the monopoly 
disclosed in these pages are based. 


The total expenditure charged to capital account 
by local authority and company undertakers at the end 
of 1925-26 appears in the first column following :— 
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CAPITAL EXPENDITURE 


At end Percent- At end Percent- 





Undertakers | 
| of age of of age of 
| 1925-26 ‘Total. 1924-25 Total. 
| £ °0 £ a 7 
Local | 


Authorities | 139,205,654 64 I 125,312,527 64 6 
77;832,652 | 35 9 68,707,131 35 4 


| 

|_77:832,652 | 35.9 | 68.70713F | 35, 

| = 
| 


| 
217,038,306 | 100 0 194,019,658 | 100 u 


Companies 


Totals 


A broad subdivision, as between generation and 
distribution, &c., of the capital expenditure at the 
end of 1925-6 is given as follows :— 


CAPITAL EXPENDITURE AT END OF 1925-26. 











All Undertakers. | Local Authorities Companies 
Purpose of =|——__-— — Sere el eesti eter 
Expenditure, Per- Per- | Per- 
cent- cent- cent- 
Amount. age of Amount. age of Amount. age of 
Total. Total. Total 

















oe 


i £ D% 
Generation 95248,155 43 9 | 63,174,796 45, 4 ate sate | 41.2 
Transmission, 
distribution, | 


| 
&c. =... {21,790,151 | §6 I | 76,030,858 | 54 6 | 45,759,293 | 58.8 


re | tn rn cee | nee pe er eee | pete eS 


Totals . .|217,038,306 {100 O |139,205,654 |100 O | 77,832,652 TOO fe) 


The capacity of the generating plant installed by 
all authorised undertakers at the end of 1925-26 
amounted to 4,421,602 k.w., the average capital ex- 
penditure on generation alone thus being {21.5 per 
kilowatt installed. The corresponding average figures 
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for local authorities (2,969,319 k.w.) and companies 
(1,452,283 k.w.) were £21.3 and £22.1 respectively 
per kilowatt installed. For the complete undertakings, 
inclusive of distribution, &c., the average figures per 
kilowatt of generating plant installed were {49.1 for 
all undertakers, and {46.9 and £53.6 for local 
authorities and companies respectively. The pre- 
ceding average figures are in all cases lower than those 
recorded in 1924-25. 


In view of the above figures which are taken from 
the Seventh Annual Report of the Electricity Com- 
missioners (1st April, 1926, to 31st March, 1927), it 
will not be without interest, and will also add point 
to what it has been my sole endeavour in these pages 
to illustrate, viz.: the enormous cost of power station 
equipment in this country,—to mention here the total 
cost per kilowatt of a power station at Tientsin of a 
total capacity of 7,500 kilowatts. 


I am indebted to The Electrical Times (19th July, 
1928) who, thanks to Mr. A. M. Sillar, the Consultant, 
had received a copy of the annual report of Mr. R. A. 
Williams, of Tientsin, and published the following 
comment on the report by Mr. Williams himself :— 


“The feature of the report that will strike you at 
“once is the very low capital cost of £18 9s. od. per 
** kilowatt installed; and it is to be noted that this 
“covers everything, generating plant, transmission, 
** distribution plant, even the plant on hire, and it 1s 
“a figure that is better than the lowest cost of the 
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““ power station alone in Great Britain; the cost per 
“* kilowatt of the generating plant is £13 8s. od., which 
“is probably a record.” 


The Commissioners state that official statistics 
showing the financial position of the Industry at the 
commencement of 1920 are not available. For this 
reason it has been impossible to ascertain the facts 
with the mathematical accuracy one would desire. 


It appears from their First Annual Report however, 
that the approximate position at 31st December, 1918, 
with regard to Generation in the United Kingdom, 
was that a total expenditure on Lands, Buildings, 
Sidings, Wharves, &c., and Plant, excluding distribution 
items, amounted to £48,293,036. Up to the year 
1916 the total capital expenditure was given as approxi- 
mately {£91,000,000. 


This latter figure may be taken as a true indication 
of the actual position at that date. 


I have not relied solely upon the Official approxima- 
tion, and have had recourse to Garcke’s ‘‘ Manual of 
Electrical Undertakings,” Vol. XXVI. (1922-3), for 
further information under this head. I find there 
a carefully compiled table of the capital expenditure 
of corporations and companies for the 1920-21 Vol., 
which gives the sum of {£92,831,420, as at the end of 
1919. 

In fairness to manufacturers of plant it must be 
pointed out that prior to 1919 there was no effective 
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combination of interests, and for that reason all 
expenditure prior to that date is excluded from my 
calculations. 


It should not be forgotten that interest and sinking 
fund charges are still being met by local authorities 
on so much of that sum as has not been actually 
liquidated either by effluxion of the loan periods or 
by accelerated payments into the Sinking Funds, and 
by interest and depreciation appropriations by com- 
panies. 


The Commissioners also give further percentage 
sub-divisions of the total capital expenditure of 
£217,038,306 by all undertakers under the headings 
of (i.) Land, buildings and other permanent works for 
generation and distribution, (11.) Plant and Machinery, 
(iii.) Transmission lines, mains and services, and 
(iv.) other expenditure not specifically allocated. 


These percentage figures (the Commissioners say) 
are substantially similar both for local authorities and 
for companies, and show that the capital expenditure 
at the end of 1925-26 was approximately apportioned 
as to 13.3 per cent. for land, buildings and permanent 
works; 43.4 per cent. for plant and machinery ; 
37-4 per cent. for transmission lines, mains and ser- 
vices; and §.9 per cent. for miscellaneous and un- 
allocated purposes. 


Later statistics are not yet officially available. But 
I think it may be fairly assumed that the figure up to 
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December, 1927, is approximately £239,000,000, 
and I have estimated a further {20,000,000 for 1928, 
thus bringing the total to £259,000,000. 


This figure closely approximates an increase of 
{20,000,000 per annum since 1919. Sir John Snell’s 
estimate of about £12,000,000 per annum for the next 
I2 years or SO appears very conservative, but I have 
based the ultimate cost of monopoly on his estimate. 


From the above total I have deducted {93,000,000 
(the nearest approximate figure representing the total 
expenditure up to 1919), thus leaving a balance of 
£,166,000,000 as the nearest possible sum upon which 
effective agreement as to price regulation has left its 
mark. 


Taking the Commissioners percentage figures for 
plant and machinery at 43.4 per cent., and for trans- 
mission lines, mains and services at 37.4 per cent., 
and there emerges the following broad sub-divisions, 
viz.: on Generation £72,000,000; and on Distribu- 
tion £62,000,000; or a total of £134,000,000. 


Although there is every reason for the belief that 
prices for plant in this country have averaged 50 per 
cent. more than they should have done, and for cables 
from 2§ per cent. to 50 per cent., I will only assume 
that the excess expenditure resulting from monopoly 
has been 334 per cent. This percentage would, I 
think, allow ample margin for variations such as differ- 
ences in prices charged to companies as distinct from 
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local authorities, and for differences of period during 
which monopolistic and partial monopolistic conditions 
prevailed. 


As regards Generation, this percentage of 334 per 
cent. gives a sum of £18,000,000, and as regards 
Distribution a sum of £15,500,000, or a total of 
£,33,500,000 more than if monopolistic conditions in 
the home market had not existed. 


It will, doubtless, be agreed that these figures in 
themselves, are sufficiently formidable. They do not, 
however, tell the complete story, as it is necessary to 
take into account the full effect of the interest and 
sinking fund charges on this excess expenditure. 


Here, again, allowance must be made for some 
variation in loan periods. In the case of companies 
10 per cent. would be a fair annual charge, and in the 
case of local authorities 8? per cent. might safely be 
assumed with regard to the excess sum expended on 
plant and machinery for loan periods of 20 years. 


I have, therefore, taken 20 years at 8? per cent. 
per annum as the fairest average basis. 


On £18,000,000, this produces an annual charge 
of £1,575,000. This contribution for 20 years amounts 
to the huge sum of £31,500,000 in respect of Generation 
alone ! 


The maximum loan periods allowed to local 
authorities by the Electricity Commissioners for 
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expenditure on Main transmission lines (underground) 
is 40 years, and on Mains and Services 25 years.* I 
have therefore taken an average of 30 years at 7.1 per 
cent. as the fairest basis in respect of Distribution. 


On £15,500,000 there would, at that rate, be an 
annual debt charge of {1,100,000. This contribution 
for 30 years gives a sum of £33,000,000. 


Taking the annual contributions on the two items 
of excess expenditure and we obtain debt charges as 
follows : 


GENERATION : 


Plant and Machinery .  £1,575,000 

DISTRIBUTION : 
Mains and Services : 1,100,000 
Total : . $2,675,000 


Added together, the total of these contributions over 
the debt redemption periods amounts to £64,500,000, 
—the actual price of monopoly—a sum equalling 48 per 
cent. of the original cost of the asset, and exceeding by 
{22,250,000 the total Revenue from the sale of current 
by all authorised undertakers in the United Kingdom 
for one year—in other words, one-and-a-half times 
their total income on the basis of present day tariffs ! ! 
*Finance of Electricity Supply Undertakings in Great Britain by 


Sir Harry Haward (Electricity Commissioner). Institute of 
Municipal Treasurers and Accountants (Incorporated), June, 


1926, p. 14. 
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If the manufacturers are successful in eliminating 
all foreign competition (and their “Economic and 
Statistical Department ”’ states that it 1s already reduced 
to I per cent. of the total home trade), it is fair to 
assume again that the estimated expenditure of the 
next I2 years or so will be on the same basis. In that 
case, industrial and domestic consumers throughout the 
country, will be paying interest and sinking fund 
charges by increasing annual amounts until by the year 
1940 they will be finding approximately £2,900,000, 
again decreasing yearly until the capital expenditure 
1s amortized,—for the privilege of seeing British manu- 
facturers of plant scrambling amongst themselves for 
Overseas trade at prices which—according to some of 
them—have already involved them in ruinous loss, and 
the further annual sum of approximately £2,000,000 
in respect of Distribution consequent upon the partial 
monopoly amongst Cable Makers, to which reference 
has already been made. 


Again, taking Sir John Snell’s estimated capital 
expenditure for the next 12 years or so, and assuming 
that the same monopolistic conditions prevail (there 
being very little reason at the moment to suppose they 
will not), the total yearly contributions for interest and 
debt redemption on the excess expenditure alone, can 
be taken at approximately one hundred and eighteen 
million pounds (£118,000,000), the whole of which 
must be recouped from consumers in the prices charged 
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It is well enough known amongst engineers respon- 
sible for the management of these vast undertakings 
that the capital charges are by far the largest item in 
their costs of production,—a position that is probably 
without parallel in any other industry. 


The real tragedy of the whole situation is that the 
bulk of the plant in British Power Stations, representing 
approximately {£50,000,000, is comparatively obsolete 
—has still to be liquidated—and must be replaced by 
modern and more economic plant in order to effect 
further reductions in generating costs before there can 
be the slightest hope of any general reduction in charges. 


It will probably be said that the Council of the 
Incorporated Municipal Electrical Association con- 
ducted an investigation into Cable prices only last year 
(owing to the uneasiness that existed amongst certain 
local authorities), and that a report favourable to 
manufacturers was the result. 


Whilst I am fully aware of this Report, it is equally 
true to say that only a few weeks after its circulation 
to members as a confidential document, there appeared 
in The Electrical Review of July 13th, 1928, the follow- 
ing account of certain cable contracts placed by the 
Manchester City Council. 


“The Manchester City Council, on July 4th, placed 
“orders for electric cables amounting to £139,000. 
“The work was divided up amongst eighteen firms, 
** all of which were British, with one exception, namely, 
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““a Berlin firm. In this case, which related to six 
“* per cent. of the total order, a contract (about £8,000) 
““was given because cable was being offered at about 
“half the price of the British tenders for similar 
“cable... . 


** An amendment referring the matter back in order 
“‘ that it might be definitely ascertained that the wages 
“paid by, and the conditions of employment under, 
*‘ the German firm compared favourably with English 
““ wages and conditions, was defeated ..... 


‘“* Alderman Walker said that if it had been carried 
*“it would have been a declaration on the part of the 
*‘ Council that they were going to admit no com- 
** petition from abroad.” 


The combination of Cable Makers goes much 
further back than that existing in other branches of 
the industry. 


This particular “ring”? was dealt with by Mr. 
Henry W. Macrosty, B.A., in “ The Trust Movement 
in British Industry ’’ (Longmans, 1907), as follows :— 


*“* The cable industry is also a flourishing branch of 
“the electrical industry and 1s of earlier origin than 
“any of the others. Part of the prosperity, at least, 
** appears to be due to the fact that the nine leading 
“* manufacturers formed the Cable Makers’ Association. 
“*An anonymous correspondent of The Times (En- 
** gineering Supplement), 24th October, 1906, wrote : 
“© The whole cable business is 1n the hands of the 
‘“‘ English Cable Syndicate, much to the detriment of 
“‘the English ratepayers. The municipalities do not 
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“* call for foreign tenders, 1n consequence of which the 
‘‘ profits of the cable companies are so large that they 
“* can easily keep all foreign competition out of England 
“by supplying private firms or central station com- 
*““ panies at prices against which no foreign maker can 
“compete, even apart from the fact that the English 
*“‘ manufacturer always has got the advantage of freight.’ 
“‘ Of these charges the editorial note mildly said, ‘ we 
“believe they are not deserved’” (p. 317). 

In view of the above, I should have been fully 
justified in taking some portion of the total expenditure 
prior to 1919 as having been made under monopolistic 
conditions. I have not done so. 


At the same time, it is necessary, in fairness to cable 
manufacturers, to say that conditions are not identical 
with those of the manufacturers of plant. The differ- 
ence appears, however, to be one of degree only. 


Recent investigations have shewn that there has been 
some competition amongst home manufacturers. The 
“associated ”’ firms have been able to maintain their 
position of providing approximately 90 per cent. of the 
total production of the country with very considerable 
profit to themselves, whilst the prices of non-associated 
firms have been found to be generally about Io per 
cent. lower than those of the “‘ associated ” firms for 
the same quality cable.* 


The matter is clearly one for futher investigation at 
the hands of an independent tribunal. 


*Report on the Electrical Cable Industry by the Sub-Commuttee 
appointed by the Standing Committee on Trusts. (Profiteering 
Acts, 1919 and 1920). Cmd. 1332. 
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CONCLUSIONS. 


LITTLE further remains to be said. 


I doubt whether, on investigation of the conditions 
regarding any vital industry where large expenditure 
of public money is involved, a situation more pregnant 
with danger to the public interest would be found. 


I doubt whether the methods of propaganda em- 
ployed for creating the necessary ‘‘ atmosphere ” in the 
interests of any closely allied trade body have ever 
been equalled. 


I doubt whether the language used, and so freely 
circulated has ever been matched in the annals of 
commerce in this country. 


The methods pursued by the British Electrical and 
Allied Manufacturers’ Association on behalf of British 
manufacturers are an affront to all local authorities 
concerned in the supply of electricity. 


I have endeavoured to deal with the claims of the 
manufacturers fairly and squarely. I have given the 
full and complete replies of those municipal bodies 
whose actions have been held up to the public gaze 
with what has already been characterised by others as. 
** brazen effrontery.” 
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It appears that a certain memorandum was issued to 
the press along with the brochure under discussion. 
After giving a brief résumé of the matters with which 
Ifhave already dealt, there followed a paragraph to 
this effect :— 


‘“* Supply undertakings of the type named evidently 
“expect Rolls Royce’s for the price of Fords, and are 
‘*‘ unable to understand that a national power scheme 
“can only be worked by high-quality efficient plant. 
‘* If some move is not made to control or direct buying 
** policy, we may find the consumer, the ratepayer, and 
“‘ ultimately the whole nation paying for the expensive 
“luxury of foreign plant, while the national standard 
“of power production declines. We believe the time 
“has come for the public to demand an enquiry into 
“the circumstances under which corporations like 
“‘ Edinburgh, Stockport, Newport (Mon.), York and 
“* Stepney, have placed orders for generating plant 
** abroad.” 


The public, will probably now be more anxious to 
demand an enquiry of the type already indicated into 
the circumstances under which corporations all over 
the country find themselves. 


The enquiry ought not to stop merely at generating 
plant. It should be extended to Cable manufacture, 
Motors and Transformers, upon which Munucipal 
Corporations and supply companies have spent millions 
of money. 


It should be further extended to Lamps and 
Accessories of all kinds where prices are retarding 
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the use of electricity in the homes of the people. 
It 1s notorious that one of the only means of 
improving the “load factor’ of a generating station 
is to increase domestic consumption by day and by 
night. It should be directed to ascertain the source 
of income of the British Electrical and Allied Manu- 
facturers’ Association, and further, 


(a) How the losses on overseas trade have been 
financed, 


(6) The arrangements for regulating tendering, 
and making good losses incurred by un- 
successful tenderers, 


(c) The sums spent annually on collective propa- 
ganda and other forms of publicity, and 


(d) For purposes of Scientific Research. 


Whatever may be said of some party politicians, 
very few people will doubt the sincerity of Mr. Stanley 
Baldwin. That he meant exactly what he said at 
Worcester when speaking to his own constituents on 
the 6th January last, no one would deny. Great hopes 
are expected that the scheme for which the Govern- 
ment was responsible will result in a much cheaper 
supply of electricity. He said: 


*““I come now to the seed which has been planted 
“by the Government during their term of office. If 
“€ T looked back over four years, I would pick out two 
““ great measures as most destined to bear the best 
‘fruit in future years: first, the great Electricity 
“Act, passed during the first year of office; and 
““ secondly, the De-rating and Local Government Bill 
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‘“* which we are engaged upon to-day. It may be years 
“yet before the country gets the full benefit of the 
“* Electricity Act, but we are progressing, and I rejoice 
“ when I see the wires going from great power stations 
“into our small towns and our rural districts. It may 
‘* well be that for a time the service will be to a certain 
“extent cxperimental. It may cost more than we hope 
“€ and believe 1t will cost when more people are receiving 
** that service, but when I think of the benefits that I 
““have seen cheap electricity bringing into the rural 
“ districts 1n parts of the Continent that I know, and 
on the American continent, I look forward to the day 
when we may have the full benefit of it at home, 
and I hope that the wider and more longsighted men 
among those who have influence in our part of the 
world will do all they can to help to further the 
knowledge of this great service and the use of it 
‘““among the people among whom they live.” * 


ce 
¢ 
ce 
cé 
(33 


ce 


I have no hesitation whatever in saying that the 
Prime Miunister’s hopes are unlikely to be realised 
unless he will do two things. One is to institute an 
enquiry on the lines indicated, and the other 1s to 
treat the electricity undertakings as a productive 
industry under the De-rating and Local Government 
Bill. It is already estimated that the additional rates 
alone under the new assessments may necessitate an 
increase 1n charges by a large number of undertakings. 
So that with one stroke of the pen the Government has 
added many millions to the cost of producing current. 


It would seem to be a fitting conclusion to a task 
from which I have derived no pleasure, to mention an 
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*The Times, January qth, 1928. 
Il4 


Chap. VITI. Conclusions 


incident that, in itself may count for little, but to me, 
was not without significance. 


These pages had gone to press when I happened 
to notice a short review of a publication by the Swiss 
Office for the Development of Trade, Lausanne, 
entitled “‘ Economic and Industrial Switzerland.” 


Having procured a copy, I opened it at the first 
page, and there fluttered to the floor a loose slip of 
paper no larger than a lady’s correspondence card. 
I picked it up and read the following, printed in fac 
simile :— 

** H.E., the British Minister in Berne, has been kind 


“enough to comment in the following manner on our 
** publication :— 


““*T have to acknowledge with thanks your letter 
“of yesterday enclosing your publication “‘ Economic 
‘and Industrial Switzerland.”” I am interested to 
“‘ hear that you are taking steps for its distribution in 
** England, where I trust it may be widely read, and 
*‘ contribute to the furtherance of active commercial 
‘‘ relations between our two countries.’ 

CLAUDE RUSSELL. 
““ August 13th, 1928.” 


I am afraid some people are apt to lose sight of 
one fundamental principle of international commerce, 
viz., that although every transaction carries with it an 
obligation to pay in gold, the usual method adopted 
for settling international debts is by the exchange of 
goods or services. 


APPEN DIxs LX. 


Appendix A. 


FROM THE SEVENTH ANNUAL REPORT 
OF THE ELECTRICITY COMMISSIONERS, 
71st APRIL, 1926, to 31st MARCH, 1927. 


REVIEW OF PAST SEVEN YEARS. 


9. Having regard to the changed legislative conditions 
under which the electrical development of the country will 
henceforth proceed, the Commissioners consider it expedient 
to take the present opportunity of reviewing in broad outline 
the nature and extent of the progress which has been made 
by the Electricity Supply Industry since 1920, and of 
recording the principal features which have impressed 
them during the seven years of their administration. 


GENERATION. 


10. Dealing in the first place with generation, the Industry 
at the commencement of 1920 comprised 532 separate 
authorised undertakers owning between them 475 generating 
stations, which contained in aggregate approximately 
2,309,000 kw. of generating plant, or an average of about 
4,850 kw. per station. The large increase in the demand 
for electrical power for the manufacture of munitions during 
the war had taxed the capacity of the industry to its 
limits, and rendered necessary the fullest use of the gene- 
rating resources then available owing to the difficulties in the 
way of carrying out all but the most urgently needed 
extensions. While such circumstances inevitably resulted 
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in the retention of much plant of older types, a commence- 
ment had nevertheless been made in equipping some of 
the more important stations with large steam-turbo units. 


11. Following the removal of wartime restrictions and 
difficulties, the Industry was faced with the necessity for a 
large programme of plant replacement and extension to 
cope with the resultant position and with the post-war 
demand for electricity. Notwithstanding the periods of 
acute trade depression which followed the post-war boom, 
a continuous programme of development was maintained 
during the seven years under review, embracing the con- 
struction of important new generating stations and a number 
of smaller stations; the remodelling and enlargement of 
many existing stations; and the displacement of much of 
the older types of generating plant in use prior to 1920. 


12. In the course of the last seven years, the Commuis- 
sioners sanctioned the establishment of 117 new generating 
stations; 53 by authorised undertakers, involving the 
initial installation of 644,706 kw. of generating plant; and 
64 by non-statutory undertakings, mainly for the purpose 
of affording public supplies and involving the initial installa- 
tion of 64,504 kw. of plant, making a total of 709,210 kw. 
in all. In addition, the development of 4 hydro-electric 
schemes in Scotland having 1n aggregate a potential capacity 
of the order of 153,000 kw. was authorised by Special Acts. 


13. The new stations sanctioned by the Commissioners 
ranged in size from an initial installation of 100,000 kw. 
in the largest case to a few kilowatts only in the smallest. 
While the majority of the stations were small, as many as 
79 involving installations of less than 250 kw. each, the 
absence of any neighbouring transmission system or other 
source of supply left the Commissioners with no alternative 
but to give their consent. So far as the smaller stations 


120 


Appendix A 


are concerned, the figures are mainly significant as repre- 
senting the inauguration of public supplies on a statutory 
or non-statutory basis in upwards of 80 new localities. 
With regard to the more important stations, 11 with initial 
capacities of 30,000 kw. or over accounted for 529,900 kw. 
of generating plant, while 8 others with initial capacities 
ranging from 10,000 kw. to 20,000 kw. accounted for 
104,250 kw. of generating plant. It may also be noted that 
the three largest stations sanctioned in the case of non- 
statutory undertakings, accounting for 60,900 kw. of gen- 
erating plant, were destined for use for the purposes of 
authorised undertakings. 


14. The generating resources of the Industry were also 
augmented by the completion of new stations which were 
commenced prior to 1920; by the acquisition of various 
stations which were not at the outset the property of 
authorised undertakers ; and by the accession of a number 
of non-statutory generating stations consequent upon the 
granting of supply powers to the owners thereof. When 
account is taken of such stations, the number of new and 
additional stations actually completed by or brought into 
operation for authorised undertakers during the seven 
years amounted in all to 89. 


15. With regard to extensions of existing stations, includ- 
ing subsequent extensions of new stations established after 
1920, upwards of 600 consents were given by the Com- 
missioners sanctioning the installation of 2,684,670 kw. of 
generating plant in the stations of authorised undertakers, 
and 203,417 kw. of plant in the stations of railway and 
tramway authorities and non-statutory undertakings, making 
a total of 2,888,087 kw. in all. This figure does not repre- 
sent an eventual nett addition to the plant capacity of the 
stations concerned as the installation of the new plant 
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involved the displacement of older or obsolete types of 
equipment in a number of cases. 


16. During the past seven years the modernisation and 
enlargement of the more important generating stations was 
proceeded with on an extensive scale, a number of such 
stations having been practically reconstructed and equipped 
with new steam-turbo units of large size. The installation 
ef new plant amounting in total to 30,000 kw. or more was 
sanctioned in the case of 20 stations, including one railway 
generating station, the aggregate rating of the extensions 
authorised at the stations in question amounting to 


1,233,750 kw. 


17. In addition to the displacement of older plant result- 
ing from the extension of existing stations, the coming into 
operation of new stations and extensions and the improved 
facilities thereby made available for the giving of bulk 
supplies have led to the shutting down of a number of the 
less economical stations formerly in use. For reasons 
which are indicated later, the discontinuance of generation 
at small and uneconomical stations has not proceeded as 
rapidly as the Commissioners had hoped would be the case, 
but definite progress has nevertheless been achieved in this 
direction. During the period under review, local genera- 
tion was entirely discontinued by authorised undertakers 
at aS many as IOI small stations, while other stations have 
been relegated to the position of standby or occasional 
sources of supply. 


18. At the end of March, 1927, the Industry comprised 
623 separate authorised undertakers, including the Central 
Electricity Board, owning between them 479 generating 
stations (exclusive of stations which were sanctioned but 
not completed). Allowing for 16 cases where generation 
has been discontinued by or before the end of 1926-27, 
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the number of stations of authorised undertakers actually 
in operation was 463, a nett decrease of 12 on the number 
in operation at the beginning of 1920. Figures for the 
aggregate capacity of the generating plant actually installed 
at the end of 1926-27 are not yet available, but the cor- 
responding figures for the somewhat larger number of 
stations included in the official statistics for the year 1925-26 
amounted to 4,421,602 kw., or practically twice the installed 
capacity in 1920. 


Upwards of 84 per cent. of this plant was contained in 
I2§ stations having installed capacities of 10,000 kw. or 
over, while nearly 90 per cent. of the plant equipment of 
the Industry consisted of steam turbo-alternator units. 


19. The most notable features of the post-war develop- 
ments in generation may be summarised as follows :— 


(1) Steady progress has been made in effecting con- 
centration of generating plant in larger stations than 
formerly, due to the remodelling and extension of many 
of the pre-war stations and also to the establishment of a 
number of important new generating stations, some of 
which are destined by further extensions to become 
capital stations. 


(2) There has been a notable improvement in the 
efficiency of the plant equipment of the industry, due 
principally to continuous advances in the design and 
manufacture of steam-turbo units and to the widespread 
adoption of such units even in the smaller stations. A 
considerable proportion of the generating plant now 
consists of modern units of large size having individual 
ratings ranging from 10,000 kw. to 30,000 kw. and over. 


(3) Important economies have been effected in the 
utilisation of coal for the production of electricity, due 
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among other factors to the extended use of steam turbines 
and to improvements in the design and operation of 
steam-raising plant. The average consumption of fuel 
(coal, and coke and oil expressed as equivalent coal) by 
the steam generating plant of authorised undertakers in 
Great Britain showed a progressive decline from 3.42 Ib. 
per unit generated in 1920-21 to 2.43 lb. per unit generated 
in 1925-26, representing an all-round increase of 41 per 
cent. in the amount of electricity produced per ton of 
fuel consumed for the purpose. 


20. While the Act of 1919 was designed to effect a fusion 
of interests in the generation and transmission of electricity 
and to bring about the supersession of small-scale genera- 
tion at a multiplicity of stations, it is to be noted that the 
expansion which took place in the generating resources of 
the Industry during the seven years under review was the 
result of individual rather than of co-operative effort, and 
was not accompanied by any substantial net decrease in the 
number of separate generating stations in operation at the 
end of that period as compared with the position at the 
beginning of 1920. ‘The reasons for this have been indicated 
in previous Reports in connection with the action taken by 
the Commissioners to bring about a reorganisation of supply 
in Electricity Districts. 

21. Briefly stated, the resultant position as regards 
generation has been due to a marked desire on the part of 
the majority of undertakers in the various Districts to be 
allowed to continue development on an independent basis ; 
a disinclination to entertain the idea of transferring generat- 
ing stations to a Joint Electricity Authority or to participate 
in adequate schemes for the inter-connection and co-op- 
erative working of stations remaining in individual owner- 
ship; to factors, subsequently referred to, which have 
retarded the supersession of local generation in favour of 
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bulk supply ; and to the unavoidable erection of stations 
to serve new areas of supply in cases where no alternative 
presented itself. 


22. In circumstances of this character, co-operative 
action and the pooling of generating resources for the com- 
mon good have not constituted a prominent feature of the 
developments during the past seven years. Broadly speak- 
ing, the only substantial schemes for the consolidation of 
generation over wide areas which can be directly attributed 
to the operation of the Act of 1919 are (1) the scheme in 
process of being carried into effect by the Joint Authority 
for the West Midlands Electricity District; and (2) the 
proposals for the transfer, lease or amalgamation of the 
generating resources of the London Electricity Companies 
authorised by the London Electricity No. 1 and No. 2 Acts 
of 1925 and in process of being carried into effect in the 
case of the No. 2 Act. 
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“TRADE ARRANGEMENTS.” 


A question put to the Postmaster-General yesterday by 
Mr. Garro-Jones seems to deserve rather more consideration 
than it received in the House of Commons. It dealt with 
a practice disclosed in the recent action of Gronow v. 
Waterlow and Another—namely, a method of tendering 
for Government contracts whereby leading firms or com- 
panies, in a business which is the subject matter of these 
contracts, conclude among themselves what they euphem- 
istically term “‘ trade arrangements.”” The essence of these 
arrangements is that the parties thereto agree to refrain from 
putting in tenders which are really competitive. They 
frame their tenders so that a selected party to the arrange- 
ment shall quote the lowest prices for a particular contract, 
and they further agree that if this party gets the contract it 
shall pay an agreed sum or an agreed proportion into a 
** pool,”? which is to be distributed among the other parties 
as compensation for having refrained from a real competition. 
Where contracts contain several schedules, a like practice 
is followed. The parties to the ‘‘ arrangement ” allot the 
schedules among themselves and quote their prices accord- 
ingly. In such cases one party may have to contribute to 
the “‘ pool ”’ on one schedule and be entitled to draw from 
it on another. The object of the system is plain. It- is 
intended to make the ostensible competition a sham and a 
nullity, so far as the parties to the “‘ trade arrangement ” 
are concerned, and to compel the Government to pay prices 
for the benefit of these parties largely in excess of those 
which it would have had to pay if the tenders had been made 
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im a genuine competition. The existence and the general 
character of these “‘ trade arrangements ” were not disputed 
in the recent case. Witnesses who had negotiated them, or 
been privy to them, acknowledged that they are indefensible ; 
and counsel in opening the defence said as much, and 
declared that he would not attempt to excuse them. How 
far resort to such agreements may extend there is little in 
this case to show ; but a witness stated that when he joined 
a particular company he found ‘‘a regular system of trade 
agreements,” and he mentioned a contract with a trading 
company as to which something very like the “ pool” 
method was applied. There is a belief in business circles 
that the system is applied in some instances to contracts with 
municipalities and other public bodies, and that it is not 
unknown in contracts with business companies or firms. 
This, however, is not the point for immediate examination. 
The question which this particular action brings into prom- 
inence is confined to “ trade arrangements ” as to contracts 
with the Government. 


Three arrangements were mentioned in the evidence— 
an agreement of 1888, an agreement of 1917, and a “‘ new 
arrangement.” In 1922 one of the parties to the agreements 
of 1888 and 1917 wrote to another of the parties threatening 
proceedings under the 1917 agreement. They alleged in 
this letter that £300,000 had been paid to this other party 
over a period of thirty years. The Committee of Inquiry 
into Government printing establishments state, in the 
Report to which the Postmaster-General referred in his 
reply to Mr. Garro-Jones, that after a trial in the High 
Court the threatened party had to pay the other party 
£120,000 to compromise the matter and to cancel the 
agreement. The 1888 arrangement appears to have been 
negotiated and worked by a Mr. Bass, now dead, who had 
been the managing director of the threatened firm. Some 
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light upon its working is thrown by the evidence of a 
principal witness in the recent case. He stated that in 
1897 or 1898 Mr. Bass asked him to receive a representative 
of a firm “‘ who was bringing some money in connexion with 
a trade pool,” and to hand the money to Mr. Bass afterwards. 
The witness received two unaddressed envelopes from a 
man he had never seen; an open envelope which he saw 
contained bank notes; and a closed envelope. He did not 
open the closed envelope ; he did not count the notes; he 
gave no receipt; he was not asked for a receipt. But he 
did wonder—he was already a director of the threatened 
firm, although only twenty-seven—how moneys so received 
were accounted for in the books of his firm. He asked a 
brother director who was head of the counting house. ‘“‘ He 
told me that he had fictitious accounts, like John Smith & 
Co. Received so much.’” The same witness agreed that 
in 1920 he told the plaintiff in the recent case that he had 
an agreement with one of the other parties to the arrange- 
ment of 1888 in his safe. He acknowledged that he himself 
signed the 1917 agreement. By this evidence the general 
character of some “‘ trade arrangements’ may seem suf- 
ficiently indicated. The impression it creates 1s confirmed 
by the testimony given by a former director of another firm 
which had been a party to the “‘ arrangements ” of 1888 and 
1917. In an action brought against him on a wholly 
different subject in 1924, this witness stated that for some 
years his firm had paid £20,000 a year to Mr. Bass “‘ to avoid 
competition for Government contracts,” but that these 
payments were discontinued in 1908, “‘ because they were 
thought to be illegal under the Prevention of Corruption 
Act, 1906.” Five hundred pounds, however, was still paid 
to Mr. Bass. As may easily be supposed, no written agree- 
ment was produced in the late action. A “ black book ” 
stating the terms of the 1888 agreement was burned, as a 
condition of the settlement of certain litigation between two 
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of the parties to the agreements of that year and of 1917- 
The agreement of 1917 may have had a like fate, or may still 
be in somebody’s safe. Nothing material seems to have 
been disclosed as to the “‘ new arrangement.” 


Enough has been said to illustrate the system as it has 
existed among some of the leading firms or companies in a 
business which has largely consisted of Government con- 
tracts. It has been in the past a very lucrative business. 
In the 1924 action, a chartered accountant swore that the 
net profits of one of these firms had been {110,000 1n 1908, 
that they fell to £57,000 in I9I10, and to £4,699 in 1913. 
This firm, who were parties to the “‘ trade arrangement ” 
of 1888 and continued to pay £20,000 a year to “‘ the pool ” 
until 1908, lost in 1910 a Government contract which they 
had held for thirty years. The profits from it were “‘ rather 
more than half the total (net) profits.” The average, the 
accountant stated, to 1910 had been £95,941, and for the 
three years to 1913 £11,015. The business of the parties 
to these particular “pool” arrangements is of a highly 
specialised kind, and this made the “‘ pool ” system relatively 
easy for them, and gave them advantages in dealings with 
the Government. It must not be assumed that the 
system is established in regard to Government contracts in 
other businesses, though there are suspicions that it is not 
confined to the special business concerned in the late 
case. It has been shown that, so far back as 1908, doubts 
about the legality of the “ pool” had occurred to at least 
one firm which was a party to the arrangement of 1888. 
The public will probably think that they were reasonable 
doubts, and that they ought to be solved, if necessary, by 
statute. It is disturbing that under any “ trade arrange- 
ment” the parties thereto should be able to fill their own 
pockets with the taxpayers’ money by clandestine operations 
conducted behind the back of the Government—operations 
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which, in the judgment of one of the defendants, probably 
would have led the Government, if they had been detected, 
to strike the offending firms off the contractors’ list. A full 
investigation into the “‘ pool” system, as applied to con- 
tracts with the Government and with public bodies, is 
plainly required. The Postmaster-General states that one 
firm which was a party to the “ arrangements ” is now 
executing contracts for the Government, and that one of 
its present directors was a director “ when the incidents 
occurred.” It is gratifying to know that in Sir Mitchell- 
Thomson’s opinion, in that of the Post Office Stores Depart- 
ment, and in that of the Committee on Government printing, 
the tenders this time were “ really competitive.” — The Times, 
Wednesday, June 13th, 1928. 
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RECOMMENDATIONS OF THE COMMITTEE 
ON TRUSTS. 


REPRINTED FROM THE REPORT PRESENTED 
TO PARLIAMENT BY COMMAND OF HIS 
MAFESTY. (7919. Reprinted 1927) (Cd. 9236). 


(a) It shall be made the duty of the Board of Trade, or 
such department as may hereafter exercise surveillance 
over trade and commerce, to obtain from all available 
sources information as to the nature, extent and develop- 
ment of trusts, companies, firms, combinations, agree- 
ments and arrangements connected with miuning, 
manufactures, trade, commerce, finance, or transport 
having for their purpose or effect the regulation of the 
prices or output of commodities or services, produced 
or rendered in the United Kingdom, or imported into 
the United Kingdom, or the delimitation of markets 
in respect thereof, or the regulation of transport rates 
and services, in so far as they tend to the creation of 
monopolies or to the restraint of trade. 


The Board of Trade shall present annually to 
Parliament a report upon the nature, extent and 
development of such forms of organisations. 
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(0) 


(<) 


(d) 


It shall be made the duty of the Board of Trade to 
make preliminary enquiry into any complaints which 
may be made with regard to the existence or action of 
any organisation specified 1n (a). 


In the event of the information obtainable by the 
Board of Trade being, in the opinion of that Depart- 
ment, insufficient to enable it to discharge its duties 
under (a) or (6) above, or if, in the opinion of the Board, 
as the result of investigations undertaken on its own 
initiative or on complaints made to it, there is prima 
facie evidence that the public interest is adversely 
affected by the operation of any monopoly, com- 
bination or agreement, the Board of Trade shall be 
empowered to :— 


(1) Apply to the Tribunal hereafter provided for 
an order to such companies, firms, or individuals 
as may be specified in the application, to furnish 
such information as may be specified there- 
under; or 

(2) Refer the whole matter to the said Tribunal for 
investigation and report. 


There shall be established a Tribunal consisting of 
a person of legal qualifications, as permanent chairman, 
and not less than two, or more than seven, other 
members selected by him from time to time from 
a panel appointed for the purpose by the President of 
the Board of Trade after considering nominations 
made by representative trade organisations, including 
the Co-operative Movement and Trade Unions, which 
Tribunal shall have power :— 


(1) On the application of the Board of Trade, to 
make orders of the kind specified under (c) (1) 
above; and 
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(2) On reference from the Board of Trade, to 
investigate the operation of any organisation 
specified in (a), and for that purpose to call for 
all books and papers, to take evidence upon 
oath, and to adopt such other measures of 
enquiry as it may deem necessary to elicit the 
facts; and when it shall be proved that acts 
injurious to the public interests have been 
committed, such facts as are relevant to the 
particular offence shall be published immediately 
on the conclusion of each inquiry. 


(e) It shall be the duty of the Board of Trade to make 
recommendations as to State action for the remedying 
of any grievances which the Tribunal may find to be 
established. 


We wish to place on record our appreciation of the great 
services which have been rendered to the Committee by 
our Secretary, Mr. John Hulton, whose comprehensive 
study of Combinations we have printed as an appendix 
to this Report. 


(Signed) CHARLES A. McCurpy (Chairman). 
ERNEST BEVIN. 
J. H. Guy. 
J. A. Hopson. 
STANLEY MACHIN. 
J. FRANCIS MASON. 
FREDERICK RICHMOND. 
G. SCOBY-SMITH. 
H. L. SYMOonpDs. 
W. H. WATKINS. 
SIDNEY WEBB. 
DOUGLAS WENHAM. 


24th April, 1919. 
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